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Honorable George P. Shultz
Secretary of the Treasury
Washington, D. C. 20220

Dear Mr. Secretary:

I am pleased to present to you the Annual Report
of the Internal Revenue Service for fiscal year 1973.
As I became Commissioner late in the year, most of
the accomplishments reported were made under the
leadership of my able predecessor, Johnnie M. Walters.

The Service made substantial progress in 1973,
reaching record levels in many areas of tax adminis-
tration. It also took a number of steps to increase
and improve service to taxpayers. The diligence,
judgment and integrity of Service employees are
responsible for what the Service accomplished last
year and what it will accomplish in the future.

Sincerely,

’}MLK)’L\“\L\

Donald C. Alexander
Commissioner of Internal Revenue
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Associate Supreme Court Justice Potter
S\gwan {right) administers the oath of
office to Donald C. Alexander, Commissioner
of Internal Revenue. Looking on are {I. to
r} Socretary of Treasury Georgs P, Shultz,
Mrs. Alexander, and James M. Alexander.
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THE TAX DOLLAR
WHERE IT CAME FROM
FISCAL YEAR 1973

Individual Income Taxes—6&3¢
Corporation Income Taxes—16¢
Employment Taxes—22¢

Excise Taxes—-7¢

Estate & Glft Taxes—2¢

Statistical Highlights
{Dollars in thousands)
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Notes

All yearly data are on a fiscal
year basis, uniess otherwise
specified. For example, data
headed *1973" pertain to the fis-
cal year ended June 30, 1973
and “July 1" inventory items
under this heading reflect in-
ventories as of July 1, 1972,

In many tables and charts, fig-
ures have been rounded and
may not add to the totals which
are based on unrounded figures.

For sale by the Superintendent
of Documents, U.S. Government
Printing Office, Washington, D.C.
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Improved Service a
Major Objective

The Service is committed to
maintaining and strengthening
the American voluntary compli-
ance tax system. This commit-
ment requires the Service to in-
form taxpayers about the system
and their responsibilities and
rights under it, to give them
guidance in training in carrying
out their responsibilities, and to
provide direct assistance to the
greatest extent possible. Also
required are constant efforts to
simplify IRS forms, form letters,
publications, and procedures
and to ensure that [RS persan-
nel are fully prepared to provide
high-quality assistance.

ln 1973, improved service to tax-
payers was one of the Service's
objectives, and a number of
steps were taken toward achiev-
ing it. 1t is a major objective for
1974,

Steps taken to meet the 1973
objective included expanding
the Taxpayer information Pro-
gram; increasing direct assist-
ance (inctuding testing new ap-
proaches from improving tax-
. payer service); expanding the

Taxpayer Education Program;
and issuing a large number of
published rulings, regulations,
simplified tax guides, and Serv-
ice publications covering specia!
tax situations. Special efforts
were made to ensure a sufficient
number of qualified, well-trained
personneil to give taxpayer as-

sistance and to provide IRS per-
sonnel with internal publications
for guidance.

Expanded Taxpayer
Information Program

The Service maintains a continu-
ing taxpayer information pro-
gram which is refined and ex-
panded each vyear. The var-
ious news media are fully uti-
lized. In addition, Service per-
sonnel  make tax-information
presentations to live groups and
to radio and television audi-
ences.

In 1973, IRS spot announce-
ments were carried by more
than 4,800 radio stations and
film spots by over 800 television
stations free of charge as a pub-
lic service. These stations as-
sisted area offices by presenting
tax-information  programs  tai-
lored to local interests and
needs. Programs for residents of
rural areas covered farmers’ tax
problems; those for urban areas
gave information of interest to
wage earners and smalf busi-
nesses.

Field offices issued nearly 8,000
news releases to the media and
answered approximalely 24,000
inquiries from newspapers and
broadcasters.

In addition, last year millions of
Americans found answers to
many of their tax questions in
weekly question-and-answer col-
umns prepared by the Service
and published in thousands of

daily and weekly newspapers
across the nation.

RS personnel made more than
5,000 tax-information presenta-
tions to civic and practitioner
groups. District and regional
offices distributed a tax-informa-
tion film to theatérs, television
siations, and civic organizations.

Direct Assistance

In 1973, the Service assisted a
recard number of taxpayers. It
gave direct assistance to more
than 30 million taxpayers, a sub-
stantial increase over 1972
Some 22 million persons tele-
phoned, more than 250,000
wrote, and about 11 million vis-
ited Service offices, where ap-
proximately 4 million returns
were prepared. Some 21.3 mil-
fion taxpayer inquiries were re-
ceived during the peak filing
season from January through
mid-April.

Throughout the 1973 filing sea-
son, office hours were extended.
Individual returns were prepared
for taxpayers needing such help.
Toll-free telephone service was
made available in 30 districts.
Satellite offices were estab-
lished. Taxmobile and mini-infor-
mation centers were used to
reach senior citizens and low-in-
come groups. Cooperative ef-
forts with military installations
were expanded. And some
oftices arranged assistance vis-
its to nursing homes, hospitals,
and other institutions.

Special Assistance to
POW’s, MIA's, and
Natural Disaster
Victims

The Service took prompt action
to ensure that returning prison-
ers of war and families and sur-
vivors of persons listed as miss-
ing in action received all
benefits allowable under the
Jaw. Special tax-information pub-
lications were quickly prepared
and distributed. Representatives
were appointed in each distrigt
to give servicemen and their
families prompt, courteous as-
sistance. And the processing of
their returns received special at-

The Sowite provided increasad tax ‘assis_(-
ance this year through temporary offices in
many neighborhood tocations.

tention; mast were processed in
about 48 hours.

The Service also assisted tax-
payers victimized by natural dis.-
asters. In the aftermath of Hurri-
cane Agnes, the Service pub-
licized procedures for filing
claims, extended office hours for
providing service, and quic:kly
processed returns and claims
filed by residents of disaster
areas. A tax-information paper
was prepared for inclusion V\{ilh
Small Business Administration
disaster loan checks. The paper
explained the tax treatment of
these loans and urged taxpayers
to contact their nearest IRS
office for further information.

Taxpayer Service
Assistants Trained

To ensure high-guality taxpayer
assistance, the training of Tax-
payer Service Representatives
was expanded. A new course
featuring six weeks of classroom
training was prepared ftor newly
hired TSR's. New courses were
also developed for all temporary
TSR’s, including employees de-
tailed from other functions to
serve as TSR's during the filing
period. In addition, a two-week
advanced tax law course was
offered to all experienced TSR's.

Néw Approaches
Tested

Over 9000 returns were pre-
pared by mini-computers at four
test sites during the 1973 filing
pericd. While the taxpayer
waited, Service employees fed
pasic dala into computers,
which then calculated the tax
and printed out a completed
Form 1040A ready for signature.
Taxpayer response was very fa-
vorable.

A Pre-Filing Returns Review
Test was conducted in two dis-
trict headquarters offices to de-
termine taxpayer response to a
Service offer to review returns
for accuracy before filing. Test
results were favorable, and
Servicewide use is under con-
sideration.




The Service continued to pro-
vide tax information in Spanish.
Districts with a high concentra-
tion of Spanish-speaking taxpay-
ers employed Spanish-speaking
Taxpayer Service Representa-
tives at 77 posts of duty. News
releases and tax information
publications in Spanish were
widely distributed.

Seventy-four  blind Taxpayer
Service Representatives, em-
ployed in 49 districts, provided
tax information by telephone. As
toll-free telephone service be-
came available nationwide, the
Littie Rock and Los Angeles Dis-
tricts began testing a reading
aid (Optacon) for the blind. This
aid converts the image of a
printed letter to one that can be
felt with one finger. If practical,
the Optacon would make it pos-
sible to use more blind individu-
als to provide taxpayer service.

Taxpayer

Education
"Program

Expanded

In 1973, the Service expanded
its taxpayer education program,
reaching an estimated additional
20 million taxpayers.

There was a marked increase in
the number of citizens who
served as volunteers under the
Service's Volunteer Income Tax
Assistance (VITA) Program and
in the number of taxpayers they
assisted.

Under this Program, training is
given to volunteers from civic,
community, church, senior-citi-
zen, and student groups to pre-

s

Piclured above are some senior cilizen vol-
unteers raceiving training in the preparation
of Federal income tax forms. After training,
they will then assist other retired people in
compleling their tax forms.

pare them to assist lower-in-
come, disadvantaged, and el-
derly persons with their tax re-
turns. This assistance includes
explaining the tax laws so these
persons can prepare their own
returns or assisting them, if nec-
essary, in preparing their returns.

In 1973, 22,500 volunteer assis-
tors were trained by Service
. personnel in 850 VITA classes.
Through their services, 700,000
taxpayers received free assist-
ance, an increase of 120% over
1972. Of this number, 175,000

were elderly and retired per-
sons, more than triple the num-
ber assisted the previous year.
This increase is due to the in-
creased involvement of various
retirement organizations, partic-
ularly the Institute of Lifetime
Learning.

The number of college students
participating as volunteer assis-
tors rose considerably. Many
colleges placed VITA in their
curricula and offered students
academic credit for their volun-
teer work. Junior Chambers of
Commerce cooperated to spon-
sor VITA nationwide.

In other Taxpayer Education
Programs, the Service provided
tax material to over 23,000 high
schools, teaching approximately
4,300,000 students to prepare
their own returns. Over 50,000
taxpayers in adult education
classes were taught how to pre-
pare their returns. And more
than 67,000 tax practitioners at-
tended training programs on
filing requirements and changes
in the law.

Several new programs were
added in 1973, including a vol-
unteer assistance program for
Spanish-speaking taxpayers and
a Fundamentals of Tax Prepara-
tion Course for colleges and
universities, offered by more
than 600 schools to approxi-
mately 41,000 enrolices.

Tax Forms Activity

In 1973, the Service took a num-
ber of steps to simplify its
forms. Most notable was the
reintroduction of the short form
individua! return, Form 1040A,
after an absence of three years.
Several recent changes in law,
such as the increase in the
standard deduction and in the
ceiling of the optional tax tables
to $10,000, made it feasible to
bring back the short form. Over
22 million of the country’'s 78
million filers used this abbrevi-
ated return. In addition, the
Service issued step-by-step sim-
plified instructions for preparing
returns and changed some pub-
lic-use forms to make them
more understandable.

The Service also developed
Form 4875, used by more than
2,420,000 individual tax filers to
earmark $1 for the Presidential
Election Campaign Fund. This
form was a separate attachment
to protect the taxpayer's privacy
in designating political affiliation.

Other significant forms devel-
oped during 1973 to comply with
the Revenue Act of 1871 were
Form 1120-DISC, a return for
Domestic  International  Sales
Corporations, and Form 4874,
used by employers to compute
tax credits available to them
when they hire welfare recipi-
ents under Work Incentive (WIN}
Programs.

As part of its campaign to re-
duce overwithholding of income
tax on wages, the Service sim-
plified Form W-4, Employee's
Withholding Exemption, and sent
a message to more than 4.5 mil-
lion employers requesting them
to ask their employees to review
their tax situation and amend
their  withholding certificates
where necessary to reduce ex-
cessive withholding.

The Service also took steps to
correct the excessive withhold-
ing problem of part-time employ-
ees. Many students could qualify
to filte Form W—E and thereby
avoid withholding of income tax
because they were not liable for
tax in the prior year and would
not be liable in the current year.
A letter and notice were sent to
30,000 School Placement Direc-
tors and 90,000 Personnel Direc-
tors urging them to post the IRS
notice and advise eligible stu-
dents to file Form W—4E to avoid
income tax withholding.

==



Improvement of Form
Letters and Other
Communications

In 1973, the Service continued
its efforts to improve the timeli-
ness, responsiveness, and clarity
of written communications to in-
dividual taxpayers.

A special unit in the National
Office reviews all form letters,
notices, and stuffers to improve
their quality, prevent duplication,
and eliminate obsolete commu-
nications. Of the more than
1,700 reviewed during the year,
370 were eliminated or consoli-
dated. This centralized review is
aimed at continuing improve-
ment in the tone, ciarity, and ap-
pearance of these important
taxpayer communications.

Greater personalization of form
letters, including an individual-
ized salutation, is possible now
because all Service Centers now
have the *Integrated Data Re-
trieval System (IDRS). This per-
sonalized approach eliminates
the “ballot boxes” which made
form letters long and hard to un-
derstand.

Tax Publications
Provide
Year-Round
Guidance

The Service provides many
booklets and pamphiets that ex-
plain the tax laws in nontechni-
cal language.

Special publications help tax-
payers faced with uncommon

problems. For example, when.

Congress enacted new tax relief
provisions in the wake of Hurri-
cane Agnes, the Service pro-
duced a special edition of Publi-
cation 547, “Tax Information on
Disasters and Casualty Losses
and Thefts.” On announcement
of the Vietnam cease-fire, the
Service issued Publication 815,
“Tax Information for Returning
POW's” and Publication 816,
“Tax Information for Families
and Executors of Missing Serv-
icemen.”

Other new publications released
in 1973 were Publication 581,
“Questions and Answers Re-
garding Original Issue Discount
on Savings Deposit Arrange-
ments,” and Publication 582,
“Federal Use Tax on Civil Air-
craft.”

This year a group of representa-
tives of professional organiza-
tions, small business asso-
clations, and  governmental
agencies coniributed comments
which led to many improvements
in the "Tax Guide for Small
Business.”

IRS Bulletin
Provides Official
Guidance

The Service publishes rulings,
procedures, and other sig-
nificant technical developments
in the weekly Internal Revenue
Bulletin for the guidance of tax-
payers, tax practitioners, and
Service personnel. Semiannually
the contents of the Weekly Bul-
letins are cumulated and the
compifation published as Cumu-
lative Bulletins.

During 1973 the following items
were published in the Bulletin:

580 Revenue Rulings
37 Revenue Procedures
30 Public Laws relating to In-
ternal Revenue matters
16 Committee Reports
5 Executive Orders
3 Tax Conventions
92 Treasury Decisions contain-
ing new or amended reg-
ulations
17 Delegation Orders
6 Treasury Department Orders
1 Treasury Department Notice
4 Court Decisions
5 Notices of Suspension and
Disbarment from Practice
before the Service
193 Announcements of general
interest

Additional
Guidelines in
Published Rulings
and Procedures

Revenue Rulings state the Serv-
ice position on issues of general
interest, and Revenue Proce-
dures announce practices and
procedures that affect tag(_‘pay-
ers’ rights and obligations.

The following table shows by tax
category the number of Revenue
Rulings and Revenue Proce-
dures published during 1973:

Type Number
Administrative 36
Employment taxes 15
Estate and gift taxes 19
Excise taxes 116
Exempt organizations 25
Income tax 364
Pension trusts 34
Tax conventions __8
Total 617

)

t for Tax Rul & Technical Advice (C
Taxpayeis
Subject TFotal Raguests
Tota! 15.756 13,970
798
Actuarial Matters ) 82:] »
Administrative Provisions - )
Employment & Seif-Employment Taxes A ™
Engineering Questions e b
Estate and Gift Taxes 100 30
Exempt Organizations A B
Other Excise Taxes 238 6.797
Other Income Tax Matters [ s

Pension Trusts

Field
Requosts

1,785




New Bulletin Index-
Digest System

A new Bulletin Index-Digest Sys-
tem provides a comprehensive
and rapid method for research-
ing currently applicable Revenue
Rulings and other material pub-
lished in the internal Revenue
Bulletin for all years after 1952,
This System replaces the old In-
dex-Digest Supplement System.

Each of the four Services in the
new System (income, estate and
gift, employment, and excise
taxes) consists of a 20-year
basic volume (1953-1972) and a
cumulative supplement covering
subsequent Bulletins. The sup-
plements are issued quarterly
for the Income Tax Service and
semiannually for the other Serv-
ices. Every two years the basic
and supplemental volumes will
be consolidated into new re-
vised basic volumes.

This System makes a handy
desk reference for anyone work-
ing with Federal taxes who must
refer frequently 1o the Bulletin,

Regulations Aid in the
Uniform Administra-
tion of Revenue Laws

Under a delegation from the
Secretary ot the Treasury, the
Service prescribes regulations
implementing the Internal Reve-
nue Code. The Regulations as-
sist both Service personnel in
administering tax statutes and
the public in complying with
them,

Normally, the Service issues
proposed regulations through
publication of the complete text
in a public notice of proposed
rule making. All notices invite
written comments on the pro-
posed regulations and inform
the public of its right to request
a hearing and 1o comment at the
hearing. After considering the
comments and suggestions, the
Service revises proposed regula-
tions as necessary. Preparation
and publication of a Treasury
decision in the Federal Register
follows. These regulations have
the force and effect of law.

' Some regulations may be issued
without this procedure. For ex-
ample, when a new law requires
immediate implementation, tem-
porary regulations are pubtished
without prior notice, followed by
permanent regulations issued in
the usual manner.

During fiscal year 1973, 18 pup-
lic hearings were held on the
provisions of proposed regula-
tions and were attended by 962
taxpayers or their representa-
tives.

Pension Trust
Activity

Interest remained high in the
pension trust area 'as the
numper of new pension and
profit-sharing plans conmjued to
climb steadily. Determination let-
ters issued on corporate pen-
sion and rrofit-sharing plans
were up proximately  25%
over fiscal year 1972, About 3.5
million people now par‘ti'cipa‘le in
nongovernmental  pension and
profit-sharing plans. Assets of
the various types of plans
equaled approximately $166.5
billion as of the end of calent_iar
year 1972. Problems stemming
from the large numbers of
people and the pillions of dol-
lars involved in these plans and
the need for safeguarding -pen-
sions caused much interest by
the press and Congress.

Various congressional hearir}gs
have been held on the que.stlon
of pension reform. One issue
was which agency shoyld
administer the laws regulating
retirement  plans—the internal
Revenue Service or the Labor
Department.  Other qroblems
considered were: requirements
jor satistactory coverage Of
employees under qualified pen-
sion or profit-sharing plans;
vesting and portabifity of plan
participants’  rights; adequate
funding and insurance of plan

benefits; enforcement of plan.

fiduciaries’ responsibilities; and
extension of tax advantages of
qualified plans to plans set up
by individual employees.

528-468 0 - 73 - 2

Determination Letters lssued an Employee Benefit Plans, FY 1973

Pralit sharing
and stock

Item

Determination ietiers issued with
mi??g:‘l}; qualitication of ptans:
2. Plans npproved L
Number of participating 504,530
employees '264
b. Plans disapproved

24,422

2
2. Termination of plans %';23
3. Amendments ,“7
4. Investments
Cases closed without issuance of
determination letter and other Lan

disposals

bonus plans |

Pension
or annulty
plans

33,114
1,063,354
388

2,005

14,451
154

3,525

Total

57,536
1,567,893
32

3,797

0,219
351

5,468
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Investigation of
Return Preparers
Continues

Disclosure of a high percentage
of incorrect and fraudulent
returns prepared by fly-by-night
commercial  return  preparers
resulted in a nationwide Return
Preparers Compliance Program
begun in 1972 and continued in
1973. Foliowing development of
more sophisticated methods for
identifying  suspect preparer
returns, the number of audit
examinations and intelligence
investigations of fraudulent re-
turn preparers increased.

During the 1973 filing period, the
Service issued press releases
cautioning taxpayers to choose
their tax return preparers care-
fully. In addition, it announced
that agents, without identifying
themselves, would be going to
hundreds of return preparers
with income and deduction data
and withholding forms to have
tax returns prepared.

A total of 4,977 tax returns were
prepared for Service employees
posing as clients during the
1973 filing period. Of these
returns, 1,112 (or 22%)
appeared fraudulent. From Janu-
ary 1972 to June 30, 1973, the
Intelligence Division filed com-
plaints, arrested or obtained
indictments against 420 tax
return preparers. So far 209 pre-
parers have been convicted or
have pleaded guilty.

As of June 30, 1973, the Audit
Division  examined 234,938
returns resulting in additional
tax and penalties of more than
$43.8 million for an average of

$187 per return examined. Ap-
proximately 4,200 preparers of
these returns were identified
during the 1973 program.

Courts are dealing more
severely with convicted return
preparers. More than 53 percent
have received prison terms.
During March 1973, five of six
return preparers sentenced
received prison terms varying
from three months to three
years.

The following are examples of
1973 convictions:

KENNETH GRIFFIN, a self-
proclaimed tax expert, was
sentenced to three years in
prison after being convicted
of preparing fraudulent tax
returns. GRIFFIN’s fraudulent
claims included a gasoline tax
deduction for a person who
was unable to drive and a
business telephone expense
for a person who did not have
a phone.

GILBERT RIVERA was
indicted on twenty-two counts
of aiding and assisting in pre-
paring false income tax
returns. His clients testified at
the trial that RIVERA, without
their knowledge or consent,
had falsely claimed itemized.
deductions, personal exemp-
tions, and employee business
expenses on their income tax
returns. Many of his cleints
could neither read nor write

English, and RIVERA fre-
quently diverted to his own
use money intended to pay
his clients’ tax liabilities. He
was convicted on all counts
and sentenced to nine years
in prison, with six years pro-
bation to follow imprisonment.

ROBERT WICKER was found
guilty of eighteen counts of
preparing false returns and
sentenced to three years in
prison. In passing sentence,
the Judge noted that 271
clients who owe $87,000 in
additional taxes were misled
by WICKER. The court stated
that WICKER “was a disgrace
to the tak return preparing
profession.”

RENE BAZARTE, a bail bonds-
man and tax return preparer,
pleased guilty to 3 of 27
counts of willfully aiding and
assisting in the preparation of
false and fraudulent income
tax returns. He was sentenced
to serve 54 months in prison.
BAZARTE gave his clients
cash refunds at the time he
prepared their returns. He
would subsequently increase
these refunds by claiming
additional exemptions.

Identification of
Noncompliance
Areas

Audits of all classes of returns
help assure that all segments qf
the taxpayer public are scruti-
nized by the Service.

Through the Joint Compliance
Program, the Service conduct.s
research to uncover noncompli-
ance conditions not identified by
other approaches. Audit, Intelli-
gence, and Collection work
together to gather background
information and to initiate spe-
cial returns selection and exami-
nation projects.

The objective is to identify sig-
nificant noncompliance  situa-
tions with substantial revenue
implications.

Several early projects demon-
strated that income not reported
on an information return (Form
1099 or Form W-2) is frequently
omitted by the taxpayer. A pro-
gram is under way to correct
this problem.

In 1973, a number of significant
areas of noncompliance were
identified.

A project in one district uncov-
ered significant noncompliance
with Sec. 56, which provides for
a minimum tax on tax prefer-
ence items. This finding may
have nationwide implications.

In other projects, Service em-
ployees have found noncompli-
ance with income and employ-
ment tax requirements among
employees calling themselves
subcontractors.

Another project in this category
involved a state with a Special
Subsidiary Fund paying $100
million annually in consultant
fees for personal services. State
officials did not understand that
payroll taxes and informatifJn
returns were required with
respect to payment from ?he
fund until so advised by Service
personnel.

Another exampie concerns tax-
payers receiving funds from a
Profit-Sharing  Plan.  Approxi-
mately 30% either did not report
their share at all or did not
report it properly.

Computer Selection of
Returns Expanded

The Service uses computers
programmed with mathematical
formulas to identify returns
having the highest probability of
tax error. The results have been
significant. The Service has
reduced the number of taxpay-
ers contacted whose audit
would result in no tax change
and has identified returns most
needing examination. in 1973,
corporations with assets under
$1 million were added to the
computerized system for select-
ing returns for audit.

Computers Assist
Directly in Tax Audits

Machine-sensible records are
becoming available in more
audits where accounting records
are processed through auto-
matic data processing systems.
Revenue Ruling 71-20 requires
taxpayers 1o retain pertinent
computerized tax records. The
Service has evaluated several
thousand ADP installations and
advised taxpayers concerning
records they should retain for
audit purposes.

These machine-sensibie records
permit rapid retrieval, analysis,
and calculation of data needed
for audit. In addition, the com-
puter checks great masses of
data that it would be impractical
to check manually and prints out
only data of audit interest
These techniques save substan-
tial manpower and money for
the Service and the taxpayer.

— e
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Results of Audit
Activity

The Service examined 1,770,971
returns in 1973, an increase of

4% from 1972, Additional tax
and penalties recommended
amounted to $5.1 billion—an

ali-time high, and an increase of
$1.7 billion over 1972,

Three of every four examina-
tions involved individua! income
tax returns. These returns
accounted for $1.1 billion in
tax and penalties recommended.
Corporate returns, representing
6.9% of total examinations pro-
duced recommendations for
assessment of an additional $3.1
billion.

Examination of estate and gift
tax returns resulted in additional
tax deficiency recommendations
of $700 million.

Number of Tax Returns Examined

Thousands
L
177
. 1,696
1,408
The table below shows the 1,343
number of returns examined in
1972 and 1973 by type of tax.
Number of Tax Returns Examined
{Figures in thousands)
Total Fisld ' Otfico
Type of Return 1972 1973 12 193 182 197
Grand total 1.6% 1,7 593 588 1,103 1,188
income Tax, Total 1,497 1,554 424 411 1,073 1,143
Individual and Fiduciary 1,343 1.408 2n 265 1072 1,143
Corporation 136 122 135 122 1 ®
Exempt Organization i8 2z 18 2 (O]
Pension Trust (390P) ¢ . 2 O 2 - -
Estate and Gift Tax 20 29 35 a1 5 8
Excise and Employment 158 167 133 136 25 31 154
146
1 Less than 1,000. hid
* Not Available. 40
Total individuat  Corporation,  Estate &
& exempl and  gift
fiduciary organizations

Pension Trust (990P)

Percent of Total Returns Examined
by Type of Tax

All Other*
11.3%

Estale

2.3%
Individual
& Fiduciary
79.5%

* Includes gift, exemp! arganizations,
excise and employment tax returns,

Additional Tax & Penalties
Recommended on Audited Returns
Millions ot dollars

5.068

1972
1972
1973
41
1973 348 | ]
3,082
1,835
1,122
1,002
168
158 -
' Ny
i dividual & Corporation, Estate & Excise &
E;lcplls:y&em T Ili"m::iu:‘: oxempt & gitt omployment
@ m;

organizations
Pansion Trust (990P)

Percent of Total Additional Tax
Recommended by Type of Tax

Estate
12.2%

Corp

& Fiduciary 0.6%

221%

*+ Includes gill, exempt organizations,
excise and employmeni 1ax rotufns.
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Many Examinations
Result in Decrease in
Tax Liability

Not all examinations result in
additional tax. Many result in a
decrease in the tax liability
reported by the taxpayer. in
1973, examinations disclosed

overassessments on 83,780 re-
turns, resulting in refunds of
$257.7 million, an increase of
$31.3 million over those in 1973.
The table below shows the
number of returns and the
amount of recommended overas-
sessments by type of tax:

Over of Tax Excl of Claims for Refund
R Amount
ecommended
Numbar (thousand dollars)

1873 1972 1973 1972

Total 3,780 78,605 275,679 $244,414
ausviauqu and Fiduciary 57,657 57503 . S1.325 51,354
Corporation 15,191 11,781 - 176,248 162,6%
at 4.210 3.402 25, 181150
gin s =2 347 4,350 2,882
£mployment 1.648 132; s T
Exempt Organizations "663 ' i o

52 661 101

Audit Operations
Continue At Service
Centers

The correspondence audit pro-
grams begun in 1972 at the
service centers were continued
in 1973. In addition, the Service
conducted new programs o
centralize all or portions of sev-
eral  district correspondence
audit programs at the service
centers.
The Unallowable ltems Program
continued as the major course
of the correspondence audit
workload, In this program tax-
payers are contacted concerning
deductions which appear to be
unallowable. Computers identify
many of the unallowable items
and then print letters to taxpay-
ers showing the correct tax and
explaining the correction.
f'\nother new audit program
involved returns on which the
taxpayer erroneously claimed
head of household status. Re-
turns as unmarried heads of
households were being filed by
taxpayers who did not meet the
requirement that the household
be maintained not only for the
taxpayer but also for a near
relative or dependent. As a
result, the Service is revising its
instructions to clarity the use of
thglhead of household tax rate.
During 1973, the service centers
examined 482,556 returns under
the program resulting in recom-
mendations for additional as-
sessments of $43.5 miltion.

Audit Assists Exporters
in Electing New Tax
Advantages

To encourage export business,
the 1971 Domestic International
Sales Corporation (DISC) legis-
lation provided optional tax
treatment  for certain  US.
exporters comparable to that
afforded by many foreign coun-
tries to their exporters.

Key personnel were designated
in district offices to provide
assistance to taxpayers who
intended to elect the tax treat-
ment afforded to qualified corpo-
rations. As of June 30, 1973
4,164 companies have filed elec-
tions to be treated as DISC cor-
porations.

New Procedures
Utilized to Examine
Corporate Giants

Experience gained in the coordi-
nated examination program has
shown the need for new proce-
dures to examine our largest
corporate taxpayers.

A new technique under study is
industry-wide examinations. This
involves simultaneous examina-
tion of a group of taxpayers in
the same industry or trade. The
technique produces a more uni-
form and effective examination,
completed in a shorter period.
The computer-assisted audits is
another technique used in large
corporate examinations. To mod-
arnize its examinations, the

Service is using computers in
combination with a statistical
sampling technique to establish
ihe potential tax change.

Employment Tax
Audits Benefit Workers

increases in the tax base and
rates of employment taxes over
the years prompted concern
over voluntary compliance in the
business community. Beginning
in 1971, the Service expanded
the employment tax audit pro-
gram to assure that employees
receive proper earnings credit in
computing social security bene-

.fits and to enable them o meet

their obligations on a pay-as-
you-go basis.

In 4973 the Service examined a
wide range of industries through
a “package audit” of employers’
income and employment taxes.
Examining officers  specially
trained in employment tax law
devoted the major part of their
time to employment tax audits ot
large cases and provided techni-
cal assistance to regular agems
on other cases.

gince 1971, manpower applied
to the employment tax audit pro-
gram increased 20 percent and
returns examined increased 112
percent. Additional tax uncov-
ered under the program in 1973
amounted to $78.2 million, up
128 percent over 1971,

New Approaches
Resultin More
Current Audits

The Service is making every
effort to complete its examina-
tion of individual returns within
26 months and corporation
returns within 27 months, Posi-
tive steps are being taken to
prevent any undue delay in com-
pleting examinations including
any delays by the taxpayer of
the taxpayer's counsel. Current
audits contribute to sound tax
administration and good public
relations.

Inventory of old year returns
was reduced from 190,257
returns at June 30, 1972, to
125,687 returns at June 30, 1973.




Art Advisory
Panel Assists
in Valuations

Since 1968, a panel of art
experts — museum directors,
scholars, and  dealers—has
helped the Service determine
the acceptability of valuations
placed on contributed works of
art and on art objects for estate
and gift tax purposes.

In its five years of operation, the
panel has reviewed approxi-
mately $82 million worth of art
and has recommended valuation
adjustments of approximately
$23.5 million.

At the meeting held in 1973 the
pane! reviewed works of art
valued in tax returns at approxi-
mately $12 million. 1t recom-
mended a 39 percent decrease
in the claimed value of works of
art donated to charity and a 60
percent increase in the reported
value of works of art included in
estates. Approximately 50 per-
cent of the valuations reviewed
by the panel require adjustment.

Exempt Organization
Activity Increases

In 1973 the Service made sub-
stantive programs to meet its
goal of examining all private
foundations by the end of 1974
(5-year cycle). The 2-year cycle
for large exempt organizations
has been refined, and interest is
now centered on the largest,
most complex, private founda-
tions. ’
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The Tax Reform Act of 1969
required charitabie exempt orga-
nizations to notify the Service of
their foundation status. Other-
wise, such organizations will be
presumed to be private founda-
tions. So far, 33,657 exempt
organizations have been classi-
fied as private foundations.
These foundations reported $56
million under the excise tax pro-
visions of the law. The Exempt
Organization Master File in-
creased from 535,000 entities
in 1972 to 630,000 in 1973. New
features added to the Master
File for 1973 include (1) Audit
Classification Register (ACR), (2)
Private Foundation Audit Control
List (PFACL), and (3) Tentative
Cumulative List (TCL) of organi-
zations defined as charitable
under Section 170 (c) of the
Internal Revenue Code.

The Service received 29,741
applications for determination of

‘exempt status during the year,

an increase of 1,155 from a year
ago. It issued 21,635 determina-
tion letters, or 7% fewer than
last year.

In 1973, the Service expended
236 man-years examining 22,028
exempt organization returns.
Examining officers recom-
mended revocation of the tax
exempt status of 251 organiza-
tions.

Large Overassess-
ments Reported to
Joint Committee

Al refunds and credits of more
than $100,000 on income taxes
and on estate and gift taxes are
reported to the Joint Committee
on Internal Revenue Taxation, as
required by law. During 1973,
1,532 cases involving overas-
sessments of $1.2 billion were
reported to the Joint Committee,
as compared with 1,171 cases
and $756.1 million in 1972.

Administrative
Appeals
System

General

Historically, the Service has
encouraged the resolution of tax
disputes through the administra-
tive appeals system rather than
through litigation. For the tax-
payer who disagrees with a pro-
posed adjustment, the Service
provides an opportunity for an
early, independent review of his
case at one of the 58 district
offices or 40 regional appellate
offices throughout the country. 1t
also provides conferences at
other locations which do not
maintain a full-time conference
staff.

Although district and regional
offices are unlike in jurisdiction
and authority, they have a
common objective of closing
disputed cases as soon as pos-
sible on a basis that reflects
impartial and reasonable admin-
istration of the law. The tax-
payer can go to either the dis-
trict or regional office for an
initial conference. if agreement
is not reached at the district
office, the taxpayer may ask that
his case be considered further at
the regional appellate office.
Appellate offices have greater
authority to resolve tax disputes
because they can consider haz-
ards of litigation.

Early informal
Hearing Provided

At both district and regional
appellate offices a conference is
offered soon after the case is
received at a convenient date,
time, and place. If the disputed
tax is less than $2,500, the tax-
payer need not file a written
protest for a conference in the
district office. The same rule
applies to a conference in the
regional appellate office if the
taxpayer has first had a district
conference.

Proceedings are informal. Tax-
payers may represent them-
selves or be represented by
counsel. tn either case, they are
given every opportunity to pre-
sent their views. if the case is
not settled, the taxpayer is in-
formed of further appeal rights
and options.

Generally taxpayers and Reve-
nue Service conferees at district
or regional leve!l resolve dis-
putes on a mutually acceptable
basis. The result is that rela-
tively few cases go to trial. in
the last ten years the Service
closed 97 percent of all disputed
cases without trial.

In 1973, the appeals function
disposed of 54,351 cases by
agreement; the Tax Court
decided 1,293 cases and the
U.S. District Courts and Court of
Claims decided 445 cases.

Appeal Options
Available to Taxpayer

If there is no agreement at ei-
ther district or regional level,
the taxpayer can, in most in-
stances, file an appeal with the
U.S. Tax Court. Even if the case
is docketed for trial in the Tax
Court, the taxpayer may still
reach a settlement with the ap-
pellate office. Except in unusual
circumstances, the timely filing
of an appeal with the Tax Court
stays the assessment and
collection of the tax until the
Court has entered its decision.
As an alternative to trial in the
Tax Court, the taxpayer can pay
the deficiency in tax, file a claim
for refund (at any time within
two years from date of payment}
and either after denial of the
claim by the Service or after 6
months from date of filing the
claim file suit for recovery
against the Government in either
a District Court or the U.S.
Court of Claims.

Cases Considered
Through the Appeals
System

Cases considered include indi-
vidual and corporation income
tax, estate tax, gift tax, excise
and employment taxes, and of-
fers in compromise. They cover
a wide range of issues, from the
most elementary to the most
complex; they involve proposed
additional tax ranging from very
small amounts to millions of dol-
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lars. Deficiency cases are consid-
ered in both nondocketed status
{before appeal to the Tax Court)
and in docketed status {after ap-
peal to the Tax Court). Claims
for refund are also considered.
About 72 percent of the appel-
late workload is in the nondock-
eted area. In 1973, appellate
offices closed 77 percent of
these cases by agreement with
the taxpayer. Agreements in this
category have averaged 80 per-
cent over the last 10 years.

In the docketed case area, in
which settlement negotiations
are continued in appellate
offices, most cases are also
closed through agreement with
the taxpayer. For 1973, the ap-
pellate offices closed 74 percent
by agreement. Agreements in
this category have also aver-
aged 80 percent over the last 10
years.

District oftices have consistently
closed about two-thirds of their
cases by agreement with the
taxpayer.

The following tables and chart
show the processing of cases in
both district and regional appel-
late offices in 1972 and 1973.
For additional information see
tables 11 and 12, page 139.
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District Conference Case Workload

ttem

Cases pending July !
Cases received
Conference completed
Number Agreed
Agreed on percent of tatat
Cases pending June 30

' Revised.

Office
Audit

APPEALS—DISPOSALS IN REGIONAL APPELLATE DIVISION OFFICES

I DEPARTMENT OF
JUSTICE ON

WONDOCKETED CASES 'CABES DOCKEIED N TAX COURT REFUND SUITS
- 1972
e
am, - e
29T 3p
2289 A
.
o - 1012 -
I
a.e w2l - B
vatwory  owerthan  Pantioned (0 o0 dataviies
noncs. oetionsto  tav coun
o coun
Appellate Division processing of all cases for 1972~1973 (Income,
estate, gift, i mploy t, and offers-in-compromise)
) ) Tt " Mumber of cases
Status 1972 1973
Pending July 1 33,491 34,8731
Received 348,218 33,509
Disposed of, total 32,898 33,693
By agreement 25,415 125,695
Unagreed: (Overassessments, claims, excise, em-
y . and offer-il i jecti 1,885 2,263
By taxpayer defauit on siatutory notice or dismissal
by Tax Coust 1,855 1,902
By petition to the Tax Court 2,587 2,540
Tried in the Tax Court 1,09% 1,243
Pending June 30 34,871 34,734

r=revised.

IDRS Extended to
Delinquent
Accounts

In 1973 the Service collected
$2.4 billion in delinquent taxes,
an increase of $119 million over
1972,

The Service extended the inte-
grated Data Retrieval System
(IDRS) (see page 93 for a de-

scription) to the delinquent ac- .

counts area in 36 of 58 IRS dis-
tricts in 1973. On delinquent
accounts, the system automati-
cally issues and controls case
assignments, monitors  index
files, computes interest and pen-
alties on accounts, allows direct
input of payments on accounts,
issues certain correspondence
and forms, and provides neces-
sary management reports.

Withholding Tax Laws
Strictly Enforced

Employers who withhold money
from their employees’ salaries
must deposit it promptly to the
Government’s credit. Some un-
scrupulous employers use these
monies belonging to others as
working capital. The Service
uses a number of approaches
toward these employers to en-
force compliance with withhold-
ing requirements. '
Under the Federal Tax Deposit
Alert program, the Service's
data processing system identi-
fied employers who are not mak-
ing appropriate deposits. Before
the return is ‘due, enforcement
officers call on these employers
to learn why they have not com-

* plied.

To accelerate issuances and
thereby cope with delinquent
employers sooner, delinquent
accounts covering withheld tax
are taken out of the ordinary
processing cycle and immedi-
ately assigned to enforcement
officers.

In some cases the Service im-
poses criminal sanctions. Public
Law 85-321 provides a $5,000
fine and/or a year in prision for
failure to properly file or pay
withheld taxes. During 1973, an
intensified program resulted in
22 convictions.

Enforcement
Operations in High
Crime Areas

Even-handed tax administration
requires IRS employees to deal
with all types of individuals in
all locations. Revenue Officers
must often collect delinquent ac-
counts and secure delinquent
returns from areas where there
is a high incidence of violent
crimes. To protect these empioy-
ees, the Service is developing

_special training, using Govern-

ment cars which show Federal
identification, and authorizing a
team approach for assignments
in these areas.
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Returns
Compliance
Programs Stepped
Up '

Although most taxpayers comply
with tax return filing require-
ments, the Service takes prompt
steps to identify those few tax-
payers who do not fulfill their
obligation. Stepped-up enforce-
ment efforts in 1973 produced
more than 932 thousand delin-
quent returns reflecting  as-
sessed tax, penalties, and inter-
est of $523 million, some $71
million more than last year. A
total of 873,000 returns, as-
sessed at $453 million, were
secured through various estab-
lished delinquent returns pro-
grams—the highest results since
1966. .

Results from Direct Enforcement
Milllons of doilars

4,034

2,448

Nationwide Highway
Use Tax Compliance
Program Completed

During 1973 the Service under-
took a Nationwide Highway Use
Tax Compliance Program.
Through  vehicle registration
data, the Service identified the
owners of virtually all trucks and
other motor vehicles appearing
liable for this tax. 168,858 delin-
quent returns were secured pro-
ducing $34,900,000 in revenue.
This program will continue in
1974, emphasizing increasing
awareness of the Highway Use
Tax requirements by first-time
owners of a taxable truck.

729

From Examinalion Taxpayer dellnquont Delinquent raturns Math Verlfication

accounts collected
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Delinquency
Prevention Stressed

Nationwide programs for spe-
cific types of tax are triggered
generally by working with Fed-
eral Agencies and private firms
to secure data that can be com-
pared with the Service's several
different computer tax files.
Those individuals and busi-
nesses which are not listed in
these files, but which appear lia-
ble for taxes, are checked for
possible delinquency. In addi-
tion, other programs are devel-
oped by local officials to meet
problems of their particular
area. Supplementing these pro-
grams is a concerted efiort to
prevent tax delinquency. For ex-
ample, the Service distributes a
kit of tax forms and filing infor-
mation booklets to newly estab-
lished businesses. This kit,
which is often delivered by a
Service representative, helps
familiarize the new businessman
with his Federal tax obligations
before his liabilities accrue.

Tax Fraud
Investigations

The Intelligence Division en-
forces the criminal tax statutes
by investigating instances of tax
fraud including suspected in-
come and excise tax evasion,
failure to file returns, false with-
holding exemption statements
(W-4}, false claims for refunds,
false estimated tax credits, per-
jury, failure to remit trust funds
collected, and evasion of wager-
ing taxes.

tmproved techniques  helped
produce a record number of
prosecution recommendations
this year. The Intelligence Divi-
sion completed 8,601 investiga-
tions and recommended prose-
cution in 2,655 cases, a record
high.

Jail Terms for Tax
Convictions

The incidence of jail terms im-.

posed for tax convictions
reached an ali-time high in 1973.
This year, grand juries indicted
1,186 taxpayers. Prosecution
was successfully completed in
1,104 cases, in which 914 tax-
payers entered guilty pleas and
190 were convicted after trial.
Acquittals and dismissals to-
talled 55 and 112, respectively.

Well-Balanced Tax
Fraud Program

Tax fraud is not confined to any
occupational or social group.
This year, the Service recom-
mended prosecution of taxpay-
ers in 50 different industries and
occupations.

The following cases illustrate
the Service's effort to maintain
balanced coverage:

EDWARD KROCK, a nationally
known businessman and finan-
cier, was indicted for failing to
report more than $6,000,000 in
income from stock transac-
tions. An investigation dis-
closed that KROCK evaded
$1,443,231 in taxes. KROCK
failed to appear for arraign-
ment, and a bench warrant
has been issued for his arrest.

CHARLES D. McCORKLE, JR.,
owner of a large court report-
ing service in the Midwest,
was found guilty of failing to
fite income tax returns for
1965, 1966, and 1967. He was
sentenced to serve one year
in prison and fined $10,000, in
addition to taxes and penal-
ties assessed. The Judge,
upon learning that McCORKLE
had failed to file returns for
the years 1955 through 1967,
declared that his was ‘“the
most flagrant case of willful
failure to file that | have been
able to find in the ltawbooks.”

CLARENCE  LILLEHE!, a
world-renowned surgeon, was
indicated on five counts of
willfully attempting to evade

his income tax. Investigation
of LILLEHEI’s tax returns dis-
ctosed that he failed to report
a substantial part of his fees
and income from other
sources and that he claimed
several personal expenditures
as professional expenditures.
LILLEHE! was convicted on all
counts, was fined the maxi-
mum amount of $50,000, and
received a six-month sus-
pended sentence (upon the
condition that he work free of
charge in any Army Hospital),
with five years’ probation.

ANTHONY J, GARGOTTO, a
gambler, was convicted on
each count of a 15-count in-
dictment charging him with
willfully attempting to evade
payment of Federal excise tax
on wagers. He received & five-
year prison term on each
count, to be served concur-
rently. Betting records seized
by the Louisville Fire Depart-
ment during a fire at GAR-
GOTTO's handbook premises
led to his conviction.

GENE F. REID, a tite setter,
pleaded guilty to three counts
of preparing and presenting
fraudulent claims against the
Government for the years
1967, 1968, and 1969. REID
used various schemes, includ-
ing filing a joint return when
he was not married, falsely
claiming credit for income
taxes withheld, and failing to
report income received. He
was sentenced to one year in
prison and placed on two and
one-halt years' probation.
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Referrals to the
Department of
Justice

In 1973, the Service forwarded
prosecution recommendations to
the Department of Justice in
1,803 income and miscellaneous
criminal cases (involving 1,797
prospective defendants). This was
an increase of 33 percent over
last year. In 1973, indictments in
such cases were up 9 percent.
In income and excise tax crimi-
nal cases, the Court results in-
cluded: 914 guilty or nolo c¢on-
tendere (no contest) pleas, 190
convictions after trial, 55 acquit-
tals, and 112 dismissals.

A comparison of indictments
and court actions for the last
two years appears at the right.

Cases Involving

Criminal
Prosecution
Cases received in the Chiet

Counsel's Office with recommen-
dation of criminal prosecution
involved additional taxes and
penalties of $252 million. This

was $59 million more than the
prior year.

An analysis of the receipt and
disposal of criminal cases in the
Chief Counsel's Office follows:

Receipt and disposal of criminal cases in Chief Counsel's Office

Status
Pending July 1
Received, totai
with i for

With requests for opinion, etc.
Disposed of, tatai

Prosecution not warranted
Department of Justice declined
Prosecutions

Opinions delivered

All other closings

Pending June 30

1972 1973
2,467 2.762
1,680 2,385
1,523 2,304

157 8
1,385 1,550
94 104

57 72
1,008 1,077
58 46

167 251
2,762 3,597

Results of criminal action in tax fraud cases

Action

Total
Indictments and informations
Disposals, total

Plea, guilty or nolo contendere
Convicted after trial

Acquitted

Nol-prossed ar dismissed !

Number of defendants

income and miscellaneous cases *

Indictments and informations
Disposals, total

Piea, guilty or nolo contendere
Convicted after trial
Acquitted
Nol-prossed or dismissed !

Wagering Tax Cases
Indictments and informations
Disposals, total

Plea, guilty or nolo contendere
Convicted aftter trial

Acquitted

Nol-prossed or dismissed

1972 1973
1,085 1,186
1,037 1,211

733 14
113 190
40 55
151 112
1.074 1,176
1,011 1.25¢
722 908
113 186
39 55
137 12
1 10

26 10

11 6

0 4

1 0

14 ]

! inciudes cases for the
detendant, 3 because of serious iliness, 4 b

ing reasons: 11 because of dea(h of principal
of

to stand trial, and 44 because principal defendant had pleaded gurlly or had been canvicted

in a related case.

?includes income, estate, gift, and excise taxes other than wagering, alcohol, tobacco,

and firearms taxes.

Additional detail on legal work-
load involved in the prosecution
of criminal cases by Service at-
torneys during the past two
years is provided in the follow-
ing table:

Tax and penalty and number of tax years involved in crimina! fraud

case disposals

(Exclusive of wagering and coin-operated gaming device cases)

Tax years
Dispasition 1972 1973
Total 3344 321
Prosecutions 2,890 2,938
All other tlosings ! 454 213

1 Includes cases declined by Department of Justice.

Tax and Penalty

1972
$77,912,774

65,377,287
22,535,477

1973
$126,093,134

113,339,945
11,753,189

Summary of

Additional Taxes .

From Direct
Enforcement

Additional revenue resulting
from direct enforcement histori-
cally has represented a refa-
tively small part of total tax
collections. The main impor-
tance of direct enforcement can-
not be expressed in dollars. Its
importance lies in reassuring the
public that the Service has an
effective entorcement system,
and a balanced program aimed
at equitable enforcement of the
taw for all taxpayers, regardless
of position or wealth.

The table below sets forth for
the last two years the source of
additional tax, penalities, and in-
terest assessed and certain
other results of direct enforce-
ment.

Gross tax, penalties and interest resulting from direct enforcement
(In thousands of dollars)

Additional tax, penalties, and interest assessed,

From examination of tax returns, total
income tax, total
Corporation
individual ang fiduciary
Estate and gift tax
Employment tax (including withheld income tax}
Excise tax
From mathematical verification of incoma tax returns
from verification of estimated tax payments claimed
From delinquent returns secured, total
By district collection divisions.
By district audit avisions

Delinquent taxes collccted, total

520-468 O - 73 - §

1972 1973
4,271,407 5,286,453
3,205,724 4,034,402
2.683.262 3.459.783
1,727,281 2,517,982

956,021 941,801

390,823 403,943

85,234 82.240

36,305 88,436

238,982 7

374,

452,324

380,676

71.648 .
2,327,585 2,446,160
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Workflow in the
Service and the
Courts

The following table provides in-
formation on work processed by
the Service for years 1972 and
1973. The maijor portion of the
workload results directly from
the returns filed involving in-
come estate and gift taxes. The
time required to process a re-
turn depends on the complexity
ot the items and the issues in-
volved. Many returns are proc-
essed in a short period while
others require work by different
activities and are not closed
during the year of filing.

The unit of measurement at the
audit level is on a return basis
while beyond that level it is on a
case basis. A case may involve
one or more returns and more
than one taxpayer and may in-
clude returns which span a num-
ber of years.
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Workflow in the Internal Revenue Service and the courts, fiscal years,

1972 and 1973

Returns
ftems ‘1972 1973
Tax returns filed, total 112,000.44% 116,940,404
Individual income 77,105,693 80,366,102
Corporation income 1,880,819 1,946,534
Estate and gift 383,576 445,870
Employment 22,007,335 23,994,458
Excise 1,310,812 1,488,347
Other income 9,312,214 8.634,093
Income, Estate, and Gift Taxes
Number of returns examined (including forms 590) 1,537.302 1,603,347
Returns with adj proposed by audit divisi 1,024,005 1.104,261
Disposed of by audit divisions:
Agreed paid, or defauited 983,216 1,064,437
Transterred to appellate 36,733 36,368
Other 4,056 3,456
Civi) Cases
Total received in appellate division 22,204 20.500
Di of by jvisions: Agreed, paid, of
defauited 18,893 18,787
Courts of original jurisdiction:
Tax court:
Total petitioned to Tax Court 8,949 9,642
Dismissed 954 1,018
Settled by stipulation 6.673 6.827
Settled by Tax Court decision 880 951
Decided by Tax Court, but appealed 268 256
District courts snd Court of Ciaims:
Total tiled in district courts and Court
of Claims 1,042 931
Settled in district courts and Court of Claims 836 13
Decided by district courts and Court of Claims 460 366
Courts of Appeals:
Settled by courts of appeals decision 463 364
Favorable to Government 299 256
Favorable to taxpayers 128 83
Modified £ 25
Decided by courts of appeals but reviewed by
Supreme Court 5 8
Supreme Court: Settled by Supreme Court decision 5 9
Fraud cases
for i i in i 7.354 7.498
Di of by' ivisi
Prosecution recommended 1.795 2,555
Prosecution not recommended 7,167 6,046
Disposed of by Office ot Chief Counsel:
Prosecution not warranted, including cases
declined by the Department of Justice 151 176
1,009 1,007

Prosecutions

Amounts of revenue involved at
years 1972 and 1973

Millions of doliars
ltem
Internal revenue c. i
| 7 oliections, t
Individual income taxes toott:ll
Withholding ’
N Other
-orporation income
Estate and gift :axasmxes

Employment taxes
Excise taxes

tncome, Estate. and Gift Taxes

Civil Cases

Additiona
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| tax angypenalties in cases disposed of in
& t, Pay or default

Additional tax ang i
o Penalties in ca i
d n ses dispo
Ad;az:aatlte(:;v;sr:%n:ei:ny;tg:eement, paymfznst?;i gt’zfi:un
Ad’:ﬁ({!t inTax 2nd b tes determined by settle.
itional tax and penalti i
Coun Gecraim enalties determined by Tax
gnsmissed
Decisions on merits
Additionat tax and i
Suprame o penalties in ca:
Amapreme Co and Courts of A,
Suits

ses decided by
ppeals
ded to taxpayers as a result of refund

Fraud cases

Deficiencies an
e T d penalties i i
m:’e”'gence e onalt S In cases disposed of in
rosecution recomm,
e ended:
Prosecution not wairanted and

Department of Justice cases declined by

1972
209,856
108,879

83,200
25.679
34,926

5,490
43,714
16,847

1,419

401
106

each level of the tax system fiscal

1,985

493

109

20
10

245

2
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War on Narcotics
Traffickers
Continues

1973 was the second year the
Service participated in the war
on drug traffickers.

The effectiveness of the coordi-
nated effort of the Bureau of
Narcotics and Dangerous Drugs,
the Bureau of Customs, and the
Internal Revenue Service was il-
lustrated in April 1973, when a
massive narcotics conspiracy in-
vestigation was completed in the
New York area. Eighty-six indict-
ments were returned against
major heroin and cocaine deal-
ers. The two key figures in the
conspiracy are targets in the
IRS Narcotics Traffickers Pro-
gram. One of the two, described
by the U.S. Attorney’s Office as
“at the very top of the distribu-
tion system,” was the subject of
a five million dollar jeopardy as-
sessment.

Currently, the main emphasis is
on identitying new targets. As
major traffickers are arrested
and imprisoned, a strong effort
is made to identily individuals
who may be replacing them.

Through June 30, 1973, the Tar-
get Selection Committee identi-
fied 1,622 targets. The Service
completed criminal investiga-
tions on 646, with 271 prosecu-
tion recommendations, In addi-
tion, 122 individuals have been
indicted and 52 convicted for
tax violations. The average sen-
tence imposed on those con-
victed has been 30 months.

The following cases show some
of the sentences and fines:
—Richard Lee Barksdale, identi-
fied as the major source of her-
oin and cocaine in the Fort
Wayne, indiana area, was con-
victed on three counts of tax
evasion and received the maxi-
mum sentence allowed under
the law—15 years in prison and
a $30,000 fine.

—Lester Ramsey, a Detroit her-
oin wholesaler with nationwide
connections, was convicted on
two counts of tax evasion and
sentenced to serve 10 years in
prison.

—Samuel Harris, a narcotics
dealer in Pittsburgh, Pennsylva-
nia, was sentenced to 4 years in
prison and fined $13,000 upon
conviction on two counts of fail-
ure 1o file income tax returns
and onhe count of income tax
evasion.

—Vincent Papa, a heroin distrib-
utor in the New York area,
pieaded guilty to tax evasion
and narcotics possession charges
and was sentenced to five years
in prison.

Tax assessments against narcot-
ics violators reached $148.7 mil-
lion in 1973. The ilargest tax as-
sessment ever made in a
narcofics case occurred in Janu-
ary 1973. The trafticker, from
Brooklyn, was indicted for in-
come tax violations in addition
to related narcotics charges. An
assessment of $7 million was
made through the coordinated
efforts of Service agents in Las
Vegas, New York, and Atlanta.

The Treasury Law Enforcement
Information and Communications
System is now operational in the
National Office and most Re-
giona! Offices. This system pro-
vides access to information in
the U.S. Customs Computer in
San Diego, California, and the
National Crime Information Cen-
ter in Washington, D.C., and
forms a common communica-
tions network linking all Treas-
ury Enforcement Agencies.

Organized Crime
and Strike Forces

Since joining the Federal coordi-
nated drive on organized crime
in 1966, the internal Revenue
Service has expanded its efforts
to 18 key locations throughout
the United States. Each Strike
Force is organized by the De-
partment of Justice, with Federal
investigative agencies led by a
Strike Force Attorney-in-Charge.
The Service has been the major
contributor of investigative man-
power.

Since inception of the Strike
Force, 238 organized crime
members and their associates
have been convicted or have
pleaded guilty to various tax
charges. More than $500 million
in additional - taxes and penal-
tites have been proposed for as-
sessment.

The following are examples of
Strike Forces activities:

Approximately 100 Service
agents swept the Boston area in
a drive to collect an estimated
$3.5 million in unpaid excise
taxes from 62 bookies. Revenue
officers seized bank accounts,
autos, and other property.

The Service filed tax liens total-
ling $1.8 million on the personal
property of five Hartford, Con-
necticut men who allegedly ran
bookmaking operations grossing
$18 million a year.

A Miami Strike Force investiga-
tion of Ettore Coco resulted in
his conviction, a 15-year prison
sentence, and a $60,000 fine for
extortion and interference with
interstate commerce. His associ-
ate, Louis Nash, was sentenced
to 10 years imprisonment and
fined $5,000.

New York crime figure Anietlo
Dellacroce was sentenced to
five years in prison and fined
$15,000 for income tax evasion.
He is reputed to be the heir-ap-
parent to Carlo Gambino, orga-
nized crime’s “‘boss of bosses.”
While the trial was in progress,
there were attempts to intimi-
date witnesses, and one key wit-
ness was relocated because of
possible retaliation.

In Las Vegas, Sam Cohen and
Morris S. Lansburgh pleaded
guilty to charges of conspiring
to evade the income taxes of
the Flamingo Hotel and of con-
spiring to violate the interstate
gambling statutes. Both were
sentenced to one year in prison
and fines of $20,000.

Former United States Congress-
man Cornelius E. Gallagher
pleaded guilty to evading
$74,000 in income taxes. He was
sentenced to 2 years in prison
and fined $10,000.
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Special
Enforcement
Training

The Service's manpower com-
mitment to Special Enforcement
Programs, which increased
steadily through 1973, continues
to demand specialized agent
training. The Service recently
developed a two-week course
for revenue agents in special
enforcement  techniques. By
early 1974, this training will be
available to all revenue agents
assigned to the Strike Force or
Narcotics Trafficker Programs.

The Service trained 423 new
special agents las! year, sur-
passing the 1972 record of 405

trainees. In addition to seven
weeks of basic training, all new
special agents are given five
weeks' training in income tax
law and a seven-week course in
criminal investigative techniques
during their first year in the
Service.

In cooperation with the Law
Enforcement Assistance Admin-
istration, 25 state and focal law
officers completed the special
agent basic school in 1973.
Since 1969, the Service has
trained 125 state and local
officers.

A class of special agent traineass listens
attentively to a lecture on criminal aspects

of tax law.

™
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New York City Police Department awards
Special Aqem_ Thomas Egan a Certificate for

his partici In the of a2
major ti i in the poli
tan New York area. Pictured (I, to r.) William

McCarthy, Deputy Commissioner NYPD; Don-
ald Cawley, Commissioner NYPD; Eiliott
Gray, Director of Internal Revenue, Manhat-
tan District; Egan; and Johp Schawaroch,
Chief Inspector NYPD,
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Background

The Internal Revenue Service
has played a key role in admin-
istering the Economic Stabiliza-
tion Program since its inception
in August, 1971,

During the 90-day freeze
(August 15 to November 15,
1871) the Service operated local
service and compliance centers:
under the direction of the Office
of Emergency Preparedness
(OEP).

On November 15, 1971, Phase Il
began, featuring a set of con-
trols on prices, wages, and rents
designed to hold the yearly rise
in prices to 25 percent and
wage increases to 5.5 percent.
The Service then took over
responsibility for directing ad-
ministrative activities. Policy di-
rection was received from three
bodies: the Cost of Living Coun-
cil, the Price Commission, and
the Pay Board.

Phase |l replaced Phase il on
January 11, 1973. While Phase
Il placed mandatory controls on
about 850 of the Nation's largest
firms and on certain problem
industries, it emphasized volun-
tary adherence to price and
wage guidelines. The Cost of
Living Council became the sole
policy-making body, and the Pay
Board and the Price Commission
were abolished.

36

Service Activities in the
Stabilization Program

The Service's role in the Eco-
nomic Stabilization Program has
varied as emphasis has
changed. During Phase I, IRS
used most of its 3,000-man Sta-
bilization workforce to answer
questions from the public and to
investigate complaints. During
Phase i, IRS, the principal
contact point with the public
on Stabilization matters, was
charged with three major func-
tions:
1. providing the public with
information needed to comply
with regulations;

2. serving as the initial contact
on citizens' requests for
exceptions or exemptions

STABILIZATION
MANPOWER UTILIZATION

COMPLIANCE

ENFORCEMENT
55%

APPEALS, INQUIRIES
EXGEPTIONS,
EXEMPTIONS 30%

15%

PHASE Il
June 30, 1972-January 11, 1873
3000 Posltions

-\

and handling appeals from
judgments or interpretations;
and

3. investigating complaints of
alleged violations.

tn Phase IIl, RS responsibilities
were:

1. providing investigative sup-
port to the Cost of Living
Council,

2. monitoring the economic
activity of selected indus-
tries;

3. answering inguiries and pro-
viding information to the
public, and

4. acting on exception requests
and hearing appeals from
health and food processing
industries.

COMPLIANCE
AND
ENFORCEMENT

69%

APPEALS,
EXCEPTIONS,
’EXEMFT IONS,
1%

INQUIRIES
20%

PHASE il
January 11, 1973-June 30, 1973
3000 Positions January-April
2500 Positions May-June

Phase Il Compliance
and Enforcement

The Internal Revenue Service
was solely responsible for the
Stabilization Compliance Pro-
gram throughout the United
States. Service personne! inves-
tigated complaints of alleged
violations, conducted surveys on
compiiance levels, and per-
formed investigations similar to
audits.

Special investigations also
developed information on se-
lected firms for the policy bodies.
From July 1973 until the end of
Phase 1l, the Service completed
about 3,000 full-scale investiga-
tions and 4,800 special investiga-
tions.

Comptaints of Alleged Violations

Receipts PHASE Nl
12,000

11,000
10,000 :
9.000
8,000
7.000
6,000
5,000
4,000
3,000
2,000
1,000

o

Surveys of high public-visibility
industries (e.g. food retailers,
lumber firms, health insurers,
auto dealers/manufacturers, and
hotel/mote! industries) resulted
in substantial savings to the
public. For example, 93 tfood
retaifers (50 having sales greater
than $100 million) entered into
compliance agreements resulting
in rollbacks of over $5 miliion.

PHASE 111

7/31/72 /31 9/30 10/31 11/30 12/31 1/31/73 2/28  3/31 4730 5/31 6/30/73
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Inquiries

Written and oral inquiries
declined steadily throughout
Phase Il. During the first two
weeks, IRS responded to
180,000 questions. For the last
several months, weekly inquiries
averaged 35,000. Manpower
released from the inquiry area
was, for the most part, diverted
to compliance activities. Alto-
gether, a total of 3.4 million
Inquiries were answered during
Phase Il

The Service conducted a survey
of auto dealers to ensure that
they computed base prices
properly and kept within profit
margin limitations. In surveys of
approximately 300 lumber com-
panies the Service checked ilie-
gal price increases and ensured
item-by-item pricing compliance.
A significant number of compa-
nies were found in violation and
ordered to roll prices back.

Lifting controls on rents and on
most firms reduced the number
of inquiries to IRS offices. How-
ever, some manpower was
shifted to other program areas
as workload declined.

Oral and Written tnquiries

Receipts

225,000

200,000

175,000

150.000

125,000

100,000

75,000

50,000

25,000

[}

7731172

B/31

9/30

PHASE 1

10/31

11730 12/31 1/31/73 2/28

PHASE 111

3/31

4/30

5/31

Rollbacks Decline with
Increased Awareness

During the latter half of Phase
Il, over 7,200 rollbacks were
accomplished, mostly in rent
control. This decrease from the
11,000 rollbacks in the first half
of Phase |l is attributed to
increasing public awareness of
controls and IRS compliance
activities.

Industry Monitoring
System

The Service established a nation-
wide Industry Monitoring System
to provide information about
pricing trends in selected indus-
tries, to identify apparent viola-
tions of guidelines and to pro-
mote nationwide compliance.

The Service's primary mission in
the price area has been to
investigate the pricing practices
of the approximately 850 firms
with sales of $50 million to $250
million.

A special three-month survey of
450 of the nation’s larger firms
is now being concluded. This
survey will remind the business
community of its obligation to
maintain certain records and to
voluntarily support Phase Ill.

Service personnel contacted
27,000 retailers, wholesalers,
and packers to assure compli-
ance with pricing and posting
requirements.

APPEALS
Receints
700

600

500

400

300

200

100

0
7131172
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|
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!
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4731
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Exceptions/Exemp-
tions, and Appeals

Sometimes regulations create an
unforeseen hardship or marked
inequity, requiring exceptions
and exemptions to provide relief.
An “exception” is a waiver of
one feature of a regulation as it
applies to an individual or firm.
An “exemption is a waiver of a
regulation as it applies to cer-
tain classes of property.

EXCEPTIONS AND EXEMPTIONS
Receipts PHASE 11

1,700
1,600
1,500
1,400
1,300
1,200,
1,100
1,000
900
800
700
600
500
400
300.
200
100

0

When the Cost of Living Coun-
cil became the sole Phase HI
policy-making body, it assumed
the authorities of the Price Com-
mission and Pay Board. Delega-
tions made by these organiza-
tions to IRS were rescinded. An
exception and appeals program
was, however, maintained for
those firms still under mandatory
controls.

PHASE 111

7/31/72 B/31 /30 10731 11/30 12/31 1/31/73 2/28 331 4730 5/

Early in the Program, IRS had to
pass exception requests o the
appropriate policy body for deci-
sion. By the end of Phase Il, IRS
had been delegated responsibit-
ity for most exceptions affecting
firms with annual sales of less
than $50 million.

The Cost of Living Council acts
on all exception requests or
appeals by firms with sales over
$50 million or on large pay mat-
ters. The Service received au-
thority to decide on price matters
affecting smaller firms.

The change in the application of
Stabilization regulations and the
change in delegated authorities
reduced IRS receipt of excep-
tion requests from a weekly aver-
age of 400 to 200.

60-Day Freeze

On June 13, 1973, President
Nixon ordered a 60-day freeze
on most prices. The Cost of
Living Council and the Internal
Revenue Service were given the
responsibility for enforcing the
freeze regulations, answering
inquiries, and processing re-
quests for exceptions and ex-
emptions. RS field offices were
fully prepared for freeze opera-
tions by June 15. In some areas
office hours were extended to
better serve the public.

Phase lll Compliance
and Enforcement

With Phase lll wage and price
guidelines operating mainly on a
voluntary basis, compliance and
enforcement assumed a different
perspective. The responsibility
of the Cost of Living Council
was to determine*whether viola-
tions had occurred and to order
rollbacks and refunds. The
responsibility of the Service was
to serve mainly as a fact-finder
for the Council.

528-468 O - 73 - 4

Support Activities
Publications

Encouraging voluntary compli-
ance required a strong program
to explain complex Stabilization
regulations in plain language.
The Internal Revenue Service
took two approaches to this
task. It developed a series of
pubtications explaining the regu-
lations and issued special publi-
cations to selected segments of
the economy. Copies of Stabili-
zation publications were sent to
associations or organizations for
distribution to their members
and for reproduction in their
periodicals. Some of the general
interest publications were trans-
tated into” Spanish. The Service
has distributed over 18 million
copies of stabilization publica-
tions.

Special Programs

On occasion, the IRS participated
in special-emphasis programs to
deal with emergencies. For ex-
ample, atter the damaging floods,
IRS maintained a speciat alert to
stop price gouging. Also in Oc-
tober, November, and December
of 1972, Service investigators
maintained a ‘Rent Watch” to
protect the new Social Security
benefit increase from raised
rents.
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Introduction

The Service has a broad over-
seas program consisting of three
areas: (1) administrating tax
laws which apply to U.S. citi-
zens living abroad, nonresident
aliens, and foreign corporations;
(2) providing assistance to
developing countries in improv-
ing their systems of tax adminis-
tration; (3) participating in the
negotiation of tax conventions or
treaties with foreign countries to
prevent double taxation. The
more important highlights and
accomplishments in carrying out
these duties are related in the
following pages.

Foreign Posts
Serve U.S.
Taxpayers Abroad

The Service operates ten foreign
posts to provide a link between
United States citizens and busi-
nesses abroad and the domestic
tax program. The posts are
located in Bonn, London,
Manila, Mexico City, Ottawa,
Paris, Rome, Saigon, Sao Paulo,
and Tokyo.

Heading each post is a Revenue
Service Representative responsi-
ble for carrying out Service
compliance activities within a
designated geographical area.
lustratively, he performs such
other duties as handling
requests for information from
foreign tax officials, serving as
liaison between United States
and foreign tax authorities in
resolving double taxation cases
or other inequities originating
under tax treaties, and furnish-
ing information and assistance
to United States citizens who
have tax problems.

Audits Conducted
Abroad

In 1973, the Service again
expanded its overseas enforce-
ment efforts by detailing teams
of revenue agents and tax audi-
tors to foreign posts. Each
agent-auditor team is stationed
abroad for six months and is
replaced by another team to
ensure year-round compliance
coverage. The agents and audi-
tors travel throughout the post
territory examining returns and
performing retated work at the
post headquarters.

Worldwide
Assistance to U.S.
Taxpayers

Twenty specially trained Service
personne!, including three Tax-
payer Service Representatives
(TSR's), visited 102 cities in 60
countries where they assisted
36,371 persons in filing their
U.S. tax returns.

Tax seminars heid in 57 foreign
cities broadened the bases of
the overseas tax assistance pro-
gram. The group-oriented semi-
nars are structured to allow time
for a discussion of tax rules,
questions and answers, and
preparation of returns.

[

The overseas taxpayer assisiance team
travels throughout foreign Countries offering
tax assistance to citizens residing abroad.
Office of Internationel Operations Director
R. L. Plate is located (standing) second
from the left. Assistant Director D. J.
Lantonio appears third from the tleft.

-

Approximately 900 military per-
sonnel received classroom in-
come tax instruction at 13 mili-
tary bases overseas, after which
they assisted numerous other
members of the military commu-
nity. For the first time women
made up part of the IRS instruc-
tor team.

Cooperation With
the Possessions

The Service and the tax authori-
ties of the Government of Puerto
Rico have recently begun to
carry out an Agreement of Coor-
dination in Tax Administration. 1t
is hoped that similar agreements
will also be entered into with
Guam and American Samoa.
Such agreements provide for
mutual assistance and exchange
of information and tend to
improve tax administration and
tax compliance.
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Withholding Tax

The chart below summarizes the Investment income from United
amounts of income paid to for- ivi i
eign persons and m‘; tax with- States sources (dividends, inter-
held. ‘The figures indicate the ESL r:::::;i:;)gﬂt':ﬁ;:;c)agsn‘fl:g
_rnagm}ude of foreign investment eiy n corporations is subject to
in United States stocks, bonds, mg withh%ldin o US. b The
properties, patents, copyrights, tatuto rateg is 300/ t;ut a
annuities, etc., and the rising Isau 'yt eoecifiod i " tax :
trend of such investment during towetr ra eb P licable !
the period of 1961 through 1971. reaty may be app - i
Increase in Tax Withheld i
from Payments to Tax w:.thheld from payments to foreign persons of treaty and nontreaty
Foreian Persons of Treaty countries—calendar year 1971 ,
and Non-treaty countries— Dollars in Thousand !
Calendar years 1961-1971 . ’ Number of .
i 1l ax from m
pitians of Taxwith-  foreign informa- -
ollors heid by govern- tion docu- Y
domestic ments ments -
200 withhold- or with- N filed by v
ing -“holding “Totaltax withhold- S
Country Income agents agents  withheld ing agents *
175 Treaty Countries: i
R Australia 3,744 565 565 5.645
Austria 2,087 239 239 5,007
Belgium 26,377 3,599 365 3,964 12,997
15¢ Former Belgian o/s .
Territories 78 14 1 534
Canada 263,259 29,189 3,188 32,317 249,567 .
125 S Denmark 2.217 185 185 2,349
Fintand 389 21 21 344
France 74,313 8,033 7 8,112 20,308 .
Federal Republic of .
100 Germany 61,89 6,291 . 6,291 79,541
Greece 1,383 286 286 3,113
treland 4,212 482 2 484 4,084
Italy 13,640 1,388 1,384 12.104
s Japan 40,32% 4.000 4,000 3,650 R
Luxembourg 19,139 4,192 519 am 2,947
Netherlands 193,293 14,912 922 15,334 10.310
Netherlands Antilles 163,874 4,343 3 4,346 1,938
1961 1962 1963 1964 1965 1966 1967 1968 1969 1970 1971 New Zealand 467 67 67 1,092 i
Norway 2,342 282 282 4.976
Pakistan 159 17 Y 167
Sweden 15,919 977 977 5,012 :
Switzertand 310,248 39,049 27,000 66,049 41,323 2
Trinidad and Tobago - 2,752 758 758 309
Republic of South . o
Africa 1,561 399 399 1,822
United Kingdom 50,560 36,958 454 37,412 53,629 .
U.K. overseas territ. 3,364 681 681 5,074
Nontreaty countries 88,710 22,270 22,2710 105,383 "
Totat 1,646,739 179,193 32032 211,285 636,225
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Foreign
Entertainers
and Athletes

The Service has recently taken
strong measures to improve
compliance  among foreign
entertainers and athletes who
come to the U.S. temporarily for

Tax Treaties

-

Tax treaty programs include
exchange of information to elim-
inate tax avoidance and periodic
meetings between competent
authorities to develop new ave-
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result, the Service took added . °
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Technical
Assistance in Tax
Administration

The Tax Administration Advisory
Staff provides technical assist-
ance in tax administration to
foreign governments, state gov-
ernments, and international orga-
nizations. Assistance is provided
in the following ways:

1. assigning full-time resident
advisors for fong terms;

2. assigning short-term advis-
ors for specific purposes;

3. developing and presenting
training programs in spe-
cific areas of tax adminis-
tration;

4. arranging discussions and
visits to IRS facilities;

5. coordinating and support-
ing other international tax
administration organiza-
tions.

International
Advisory
Program .

The Internal Revenue Interna-
tional Advisory Program began
in 1963 under an agreement with
the Agency for International
Development, with five advisors
assigned to three countries. By
1967 (the peak year), 82 advis-
ors were assigned in 21 coun-
tries. At the end of 1973, 24
advisors were assigned through-
out Bolivia, Columbia, EI Salva-
dor, Guatemala, Guyana,
Jamaica, Paraguay, Trinidad and
Tobago, Uruguay, and Vietnam.

In 1973 advisory services
included audit, coliection, data
processing, and public informa-
tion. Internal support areas such
as organization and methods
studies, training, long-range
planning, and budgeting also
received attention.

Since the beginning of IRS
involvement in 1963, there has
been a marked increase in the
capability of the host countries

to develop tax administration’

improvement programs. Early
IRS efforts were directed toward
training tax officials; now, most
countries where advisory teams
have been assigned are operat-
ing full-time training programs.
Argentina, Brazil, and Chile
have since invited other Latin
American nations to participate
in their tax administration train-
ing programs.

The Inter-American Center for
Tax Administrators (CIAT),
formed with strong IRS support
in 1967, is now offering techni-
cal seminars tor its 25 member
nations. The most recent semi-
nar, held in Honduras in Febru-
ary 1973, was on Training Man-
agement. Other seminars have
featured the topics of ADP,
audit, collection, and property
tax administration.

CIAT also coordinates the
exchange of tax specialists
among its member nations. Sev-
eral of these officials received
earlier training in the United
States.

Foreign Visitors
Study IRS Tax
Administration

Tax administration officials from
other governments frequently
visit IRS facilities to discuss
problems and techniques of
mutual interest. In 1973, 373
officials from 46 countries vis-
ited the United Staes, bringing
the total for the past ten years
to more than 3,300 visitors from
104 countries. About one-fourth
of the participants attended the
International Tax Administration
Training Series (INTAX) semi-
nars offered by IRS for foreign
tax officials. This year, six semi-
nars involved Middle Manage-
ment, Supervisory Development,
Training  Management,  and
Public Relations.

While more than 70% of our vis-
itors have been from the devel-
oping countries, an increasing
number of visits came from
other countries, such as Canada,
England, France, Germany, and
Japan. The topic in which they
were most interested was the
relationship between computer
methods and audit.

International
Organizations

The advisory staff assists a
number of international organi-
zations that provide assistance
in  tax administration. Staff
assistance includes furnishing
technical aid as well as locating
retired IRS empioyees who can
serve as consultants. Retirees
serve in Botswana, Africa, un-
der an agency for interna-
tiona! Development contact; in
Panama, with the Interamerican

-Center for Tax Administration; in

Malaysia, with the {international
Executive Service Corps; in
Lebanon, with the Ford Founda-
tion; and in Ethiopia, with the
International Monetary Fund.

One retired IRS official received
the Sitver Medal from the Presi-
dent of Singapore, the second
highest award that can be given
to a non-citizen. His accomplish-
ments inciuded design of a tax
fraud program which substan-
tially improved voluntary compli-
ance in Singapore.

Technical
Assistance to
States

Under the Intergovernmental
Personnel Act, IRS advisors now
provide technical assistance to
state administration agencies.
Advisor  assignments, which
range from a few weeks to sev-
eral months, contribute to
increased cooperation between
IRS and the state taxing author-
ity. This year, the IRS assisted
Guam and Puerto Rico.
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Introduction

The Office of the Chief Counsel
performs the legal work of the
Internal Revenue Service. It ren-
ders opinions to Service officials
on substantive legal questions
and provides technical assist-
ance to the Treasury Depart-
ment’s legislative program.

The Chief Counsel represents
the Commissioner in trying and
in helping to settle cases dock-
eted in the Tax Court.

This chapter covers general
activities in the legal area.

Tax Court
Litigation Activity

In 1973, 8,430 stalutory notices
prepared by District or Appellate
offices were reviewed before
issuance by attorneys in the
National Office or the field.
Agreement was reached with the
District Director or Appellate
Division on 7,248 cases.

New Tax Court cases received
totaled 9,624 and disposals num-
bered 8,796, leaving a pending
case load of 13,450 compared
with 12,622 cases at the end of
last year. Of the 8,796 cases dis-

cases settled, 4,431 were settled
in calendar status and 2,396 in
noncalendared status.

The Tax Court held 137 trial ses-
sions (in addition to over 100
small case trial sessions) involv-
ing 6,355 docketed cases. Of
these 2,051 dockets or 32%
were settled; 1,623 or 26% were
continued for settlement; 810 or
13% were tried; 73 or 1% were
defaulted or dismissed and 1,798
or 82% were continued gener-

ally.
posed of during fiscal year 1973,
6,827 were settled, 1,018 were
dismissed or defaulted, and 951
were decided by the Tax Court
on the merits. Of the 6,827
Cases disp d of by sett t
Deficiencies
and
Numb " A
Fiscal of cases asserted recovered Recavery
year di of ¢ P ge
1969 4,776 $329,938 $118,974 36.06
1970 5,343 352,328 105,447 29.93
1971 6.197 316,997 100.788 31.79
1972 6.673 350.129 106,301 30.36
1973 6.827 324.069 109,478 - 33.78
Results in Tax Court cases
Deficiencies
and
N i A
Fiscal ) of cases asserted recovered Recovery
year d of {th h percentage
1963 5,83 $393,699 $145,589 36.98
1870 6.564 400,092 130,724 32.67
1971 7.560 39 605 143,913 36.75
1972 8,507 400,631 132,984 33.19
1973 8,7% 390,821 138,132 35.34

The Tax Court entered 456 opin-
ions involving 696 dockets. Of
the 456 opinions, 224 were
decided for the Government, 72
for the taxpayer, and 160 par-
tially for the Government and
partially for the taxpayer. In
addition, the Tax Court entered
240 Summary Opinions involving
255 Small Tax Cases. Of these
opinions, 126 were decided for
the Government, 29 for the tax-
payer, and 85 partially for the
Government and partially for the
taxpayer. The Court sustained
35.09 percent of the total
deficiencies and penalties as-
serted by the Government.

Cases disposed of by trial 1

The Court of Appeals rendered
132 opinions involving 218 dock-
ets. Of these opinions, 104 were
decided for the Government, 19
for the taxpayer, and 9 partially
for the Government and partially
for the taxpayer.

Deficiencies

Fiscal of cases asserted rocovered Racovery
year i of ) ) por
1969 783 $53,798 $22,888 38.28
1970 763 44,926 22,654 50.43
1971 806 52,998 21,779 41.09
1972 880 41,132 17,311 42.23
1973 951 58,132 20,401 35.09

1 Figures for settled and tried cases do rot add to overall ‘otats, which include a small

number of cases dismissed.

Trial court case record (opinions rendered)

Action

Decided in Faver of Government

Decided in Favar of Taxpayer

Decided partially for the taxpayer
and partialty tor the Government

Court District
of Claims Courts Tax Court
1972 1973t 1972 1973: 1972 19732

12 26 181 156 399 350
41 9 95 B2 13 101

3 3 a7 31 202 245

138 opinions rendered involving 44 cases.
* 269 opinions rendered involving 322 cases.
1696 opinions rendered involving 951 cases.

Civil Litigation

Refund Litigation

Division
In 1973, the Refund Litigation
Division closed 1,254 cases

leaving a total of 2,744 cases
pending at the end of the year.
In 1972 it had closed 1,442
cases.

The Supreme Court handed
down 8 decisions in tax refund
suits, sustaining the Govern-
ment's position in 8 of the
cases. In the preceding year the
Supreme Court rendered three
decisions in refund suits sustain-
ing the Government’s position in
two ot the cases.

Of the 116 opinions rendered by
the Courts of Appeal (involving
146 cases), 74 favored the Gov-
ernment, 35 favored the tax-
payer, and 7 decisions partiatly
favored the Government.
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The amount involved in pending
refund litigation cases increased
to $590.5 million, from $529.5
million at the start of the year.
This increase resulted from the
receipt of new cases involving
$167.7 million and the disposal
of cases involving $106.6 million.
The $167.7 million in new cases
compares to $140.2 million in
the preceding year. The 1,254
refund suits disposed of during
the year resulted in refunds of

$50,694,000 consisting of
$3,801,000 refunded pursuant to
Court of Claims judgments,

$16,870,000 refunded pursuant
to district court judgments, and
$30,023,000 refunded as a resuit
of settlements. In these refund
suits, the Government defended
its position successfully with
respect to $55,973,000 of the
amounts claimed for refund.
(Comparable statistics for the
tast 5 fiscal years appear in the
table at right.

Tax in litigation
(In thousands of dollars)

Tax Court
Taxss and Over-
Status Total penalties payments
Pending July 1, 1972 $2,298,234 $1,578,913 $189,912
Received 1,151,477 846,644 137,130
Disposed of 545,162 390,821 47,674
Pending June 30, 1973 - 2.904,549 2,034,736 279,268
Amount saved 238,599 138,132 44,494
Results in refund suits (settl ts and trials bined)
(Amounts are in thousands of dollars)
Amounts
Amount in saved--not
Number of dispute refunded
cases (Thousand (Thousand
Fiscal Year disposod of dollars) dollars)
All refund suits
1969 1,563 $120.059 $72.670
1970 1,160 84,366 - 50,262
1971 1.091 106,223 48.323
1972 1.442 134,417 85,944
1973 1,254 106,667 55,973
District Courts
1969 1.394 97,500 56.992
1870 1,053 49,246 26,401
1971 538 63.816 39.841
1972 1,292 85,629 51.916
1973 1,076 79.967 44,733
Court of Claims
1969 169 22,559 15,678
1970 107 35.110 23,861
1971 153 42,407 8,482
1972 150 48,788 34,028
1973 178 26.700 11,240

Refund
litigation
refund
svits

$529.509
167,703

Percentage

refunded

General Litigation
Legal Services

General litigation cases have
reached an all-time high. In 1973
14,906 cases were received in
comparison with 13,855 in 1972.
Disposals have reached from
13,300 cases in 1972 to 14,203 in
1973. The number of cases
pending at the end of the year
was 8,132, an increase of 703
cases over 1972, Field reciepts
for 1972 included 6,802 cases in
litigation and 7,434 noncourt
cases compared to 1972 field
receipts of 6,996 cases in litiga-
tion and 6,336 noncourt cases.
National office receipts for the
year included 296 cases in liti-
gation and 374 noncourt cases,
compared with 1972 figures of
279 and 246, respectively. Field
disposals for 1973 were 6,405
cases in litigation and 7,242
noncourt cases compared to
1972 disposals of 6,698 cases in
litigation and 6,226 noncourt
cases. National office disposals
increased over the 1972 dispos-
als, 201 cases in litigation and
355 noncourt cases in 1973
compared to 169 cases in litiga-
tion and 209 noncourt cases in
1972. For detailed statistics on
case receipts and disposals, see
tables 14 through 21 on page
141,

Selected general litigation cases
are summarized on page 113.

520-468 0 - 79 - &

While summons cases continue
as a major area of litigation, the
following new areas of general
litigation are developing:

1. Actions brought under the
Freedom of Information
Act,5 U.S.C. § 522;

2. Injunctions by taxpayers
seeking to require an
exemption under Code
§ 501 (c) (3), to change
the taxpayer's ruling or
regulation.

3. Suits by third persons
seeking to require the
Commissioner to  deny
exemptions to organiza-
tions, usually on the basis
of race or sex discrimina-
tion.

Service  attorneys  furnished
advice on offers in compromise,
disclosure of information, non-
collection matters, and noncourt
matters arising under the Free-
dom of Information Act (5 U.S.C.
§ 522). General litigation law-
yers participated in regional
training sessions in the ad-
vanced technical training pro-
gram for revenue officers, and in
special procedures seminars.
They also furnished legal assist-
ance and made suggestions to
the service centers and district
offices.

CASE DISPOSALS BY OFFICE OF CHIEF COUNSEL

NUMBER OF CASES

1,203
13.300

a87s 5053

1,5!
1,385

General Tax Criminal
Litigation Court Tax

Litigation
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TOTALS
1972 28,487
1973 30,372
3,336
2,881
1442 1,432
T 1,254 1151
Relund Stabilization ~ Other

Litigation
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Interpretative
‘Activities

In addition to reviewing all reve-
nue rulings before publication,
attorneys of the Chief Counsel's
Office participated with technical
personnel of the Service in solv-
ing the more difficult interpreta-
tive problems arising in the past
fiscal year. The following exam-
ples illustrate some problems
which had significant impact or
received much public attention.

As in the past, many issues
arose in the corporate reorgani-
zation area. In particular, the
Interpretative Division assisted
in preparing two Revenue Rul-
ings. The first of these, Rev. Rul.
72-522, 1972-44 L.R.B. 15, holds
that the purchase by the acquir-
ing corporation of authorized
but unissued stock of the
acquired corporation did not
disqualify an otherwise valid
reorganization. The second, Rev.
Rul. 73-54, 1973-5 I.R.B. 10,
holds that, if an acquiring corpo-
ration paid or assumed bona
fide expenses of a reorganiza-
tion otherwise due from the ac-
quired corporation or its share-
holders, those payments did not
disquality the reorganization un-
der Code §§ 368(a)(1}(B) or (C).

In other corporate cases the
Service ruted that a corpora-
tion's distribution to its share-
holders of stock in another cor-
poration resulted in no rec-
ognized gain or loss to the
shareholders under Code § 355,
even though less than half of
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the distributing corporation’s
assets were devoted to the
active conduct of a trade or
business, in view of other cir-
cumstances surrounding the
transfer. Rev. Rul.  73-44,
1972-46 I.R.B. 39. A number of
questions arising out of the
“reverse acquisition” rule of the
consolidated returns regulations
were also considered. See Rev.
Rul. 72-322, 1972-26 |.R.B. 14,
for example. |n another interest-
ing case, Rev. Rul. 73-116,
1973-10 LR.B. 10, held that
expenses incurred by a savings
and loan association in selling
property acquired through fore-
closure of mortgages were to be
taken into account in computing
its gains or losses on the sales,
rather than deducted as expen-
ses under Code § 162.

tn the partnership area, the
Chief Counsel's Office aided the
Service ih preparing Rev. Proc.
72-51, 1972-46 |.R.B. 47, which
explains when a partnership will
be allowed to adopt a taxable
year other than that of all its
principal partners and how the
adjustment shall be made. The
Rev. Proc. also applies to elect-
ing small businesses (*‘Subchap-
ter 8" corporations).

Much attention was given to
estate tax cases raising ques-
tions about the scope of Code
§ 2036 in light of the Supreme
Court's decision in United States
v. Byrum, 408 U.S. 125 (1972).
Chief Counse! personne!
assisted by providing explana-
tions and analyses of the deci-
sion and its impact.

in the foreign tax area, the Serv-
ice issued two significant rulings
on the effect of the aliocation of
income under Code § 482 on
the foreign tax credit allowed
under Code § 901. in Rev. Rul.
72-370, 1972-31 L.R.B. 8, the for-
eign tax credit was not allowed
to a parent corporation when it
was determined that a portion of
its subsidiary’s income should
have been allocated to it and
that, it the income had been so
allocated, the subsidiary would
not have had to pay the foreign
tax. In Rev. Rul. 72-371, 1872-31
1.R.B. 8, it was held that if a
parent corporation would have
been subject to a foreign tax on
royalty income allocated to it
under Code § 482, but actually
received by its foreign subsidi-
ary, and if the subsidiary paid
taxes on the income to a foreign
country, the parent corporation
would be allowed a foreign tax
credit to the extent of the taxes
paid by the subsidiary on that
income.

Tax Legislation
Enacted

Congress enacted a number of
laws relating to tax matters. The
Federal-State Tax Collection Act
of 1972, usually called the “pig-
gyback tax" act, provides for
the adoption of a voluntary
collection system under which
the Federal Government collects
State individual income taxes for
those States which elect to join
the collection system. A detailed
explanation of this new law
appears on page 62. Also of
considerable significance was
the enactment of Public Law
92-603, which increases social
security and self-employment
taxes for 1973, permits optional
determination of self-employment
earnings from nonfarm self-em-
ployment after 1972, and permits
elective social security coverage
for members of religious orders
who have taken a vow of pov-
erty.

Other public laws relating to tax
matters included:

Public Law 92-326, enacted July
1, 1972, extends the disaster
loss period under Code section
165 (h) and increases tax rates
and earnings base for social
security tax purposes.

Public Law 92-418, enacted
August 29, 1972, places veter-
ans’ organizations in a special
category of exempt organiza-
tions and expands the disaster
loss rule.

Public Law 92-580, enacted
October 27, 1972, provides that
when a State or local sales tax
rate on motor vehicles is higher
than the -general sales tax rate,
then that part of the tax equat to
the general sales tax rate may
be deducted.

Public Law 93-317, enacted April
10, 1973, extends the interest
equalization tax through fiscal
1974.

Tax Legislation
Pending

During the Spring of 1973, the
House Committee on Ways and
Means .conducted . extensive
hearings on tax reform. Secre-
tary George P. Shultz appeared
before the Committee to present
the Administration’s proposals
for tax change, including legisla-
tive suggestions in the following
areas: (1) minimum taxable
income; (2) limitation on artifi-
cial accounting losses; {3) tax
simplification; (4) property tax
credit for the elderly; (5) tuition
credit for nonpublic schools; (6)
exploratory drilling credit; (7)
municipa!l bonds; (B) arbitrage
bonds; (9) tax return preparers;
(10} foreign tax haven manufac-
turing corporations; and (11)
recovery of foreign losses. The
review of revenue laws by the
Committee was still pending at
the ciose of the year.

Among the tax bills awaiting
action by Congress at the end
of the year were the following:

H.R. 3150, to allow disabled per-
sons to deduct transportation
expenses to and from work and
to provide an additional exemp-
tion for disabled taxpayers.

H.R. 3152, to liberalize the chari-
table contribution treatment of
copyrights, artistic compositions,
and certain letters and memo-
randums.

H.R. 7064, to require preparers
of income tax returns to report
information to the Internal Reve-
nue Service and to prohibit
preparation of returns by a
person convicted of preparing a
fraudulent return.

H.R. 7157, to set minimum par-
ticipation and vesting standards
for pension and profit-sharing
retirement  plans, to allow
deductions for employee contri-
butions, to increase deduction
limits for contributions by seli-
employed persons and share-
holders of electing small busi-
ness corporations, and to
impose an excise tax on prohib-
ited transactions.
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Recent legislation on revenue
sharing and ~Federal collection
of State income tax ptayed a
key role in the Service’s plan-
ning activities in 1973.

Service planners assisted the
Office of the Secretary in sev-
eral legislative proposals, the
most important relating to meas-
ures to curb abuses among tax
return preparers and to reform
in estate and gift taxes, employ-
ment taxes, and employee bene-
fits (pension plans). The Service
also submitted recommendations
for alleviating administrative
problems in enforcing existing
law.

In the second session, Congress
enacted nine bills with varying
degrees of impact on the Inter-
nal Revenue Code. Among these
was Public Law 92-512, which
included the State and Local
Fiscal Assistance Act of 1972
establishing the genera! revenue
sharing program, and the Feder-
al-State Tax Collection Act of
1972 which authorized Federal
coliection of State individua!
income taxes.
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Revenue Sharing

The State and Local Fiscal
Assistance Act of 1972 author-
ized the inclusion of information
about place of residence on
individual tax returns. The Serv-
ice provided the Bureau of the
Census with certain tax return
information, coded by taxpayer
place of residence, for estimat-
ing population and per capita
income for all governmental
units eligible for revenue shar-
ing. These are two factors used
to determine amounts of reve-

_ nue shared.

Federal Collection of
State Individual
Income Taxes

The Federal-State Tax Collection
Act of 1972 authorizes the Serv-

ice to enter into agreements

with States to collect State indi-
vidual income taxes il the State
conforms its individual income
tax law closely to Federal tax
law. The procedures would also
require redesign of some IRS
systems, modification of tax
returns and instructions, and
changes in regutations and
master file system.

Federal collection of State indi-
vidual income taxes can go into
effect only after two or more
States (representing 5 percent
or more of the Federal individual
income tax returns) request the
Federal government to collect
their income taxes. No requests
had been made by the end of
the fiscal year.

Tax Return Preparers

tn 1973, the Service assisted the
Office of the Secretary in legis-
lative proposals to curb abuses
by tax return preparers. In gen-
eral these proposals call for
civil penalties for preparers who
knowingly understate tax liabil-
ity, injunctions against preparers
who are found to prepare inac-
curate returns, and information
returns to identify the employees
of preparer offices.

Other Federal-State
Cooperation
Formal agreements between the

Service and the States provide
tor reciprocal exchange of tax

information. The Service has,

agreements with 48 states, the
District of Columbia, and Puerto
Rico. Two-thirds of these agree-
ments now conform to the
model which reflects recent

changes in Federal and State.

tax administration.

Tax Administrators in 39 States,
the District of Columbia, and
Puerto Rico requested and
received magnetic tapes con-
taining standard data elements
tfrom the Individual Master File
for tax year 1971. This informa-
tion is used by the States for
improving compliance with State
tax laws.

In 1973 the Service developed a
program to provide States with
Federal gitt tax information on
magnetic tapes and provided the
State of New York with training
material.

Single Wage Reporting
System

The Office of Management and
Budget directed the Depart-
ments of the Treasury and
Health, Education and Welfare
to design a system which would
eliminate the present employer
quarterly wage reporting re-
quirements and would use the
annual Form W-2, Wage and
Tax Statement, to determine
social security program cover-
age and benefits and to provide
information for tax enforcement,
if legislation is enacted, the
wage reporting burden on
employers will be substantially
reduced. Both the Service and
the Social Security Administra-
tion will benefit from reducing
the volume of reports.

Service Productivity

The Service is participating in
the measurement of productivity
in the Federal sector. The pur-
pose of this study, which is
spearheaded by representatives
of the Civil Service Commission,
General Accounting Office, and
Office of Management and
Budget, is to aid budget and
management planning.

Long-Range Planning
System

The Long-Range Plan constitutes
a basic statement of goals and
planned work accomplishments
for the next five years. It
included projections of the
nature and size of the tax
administration job ahead and
the programs needed to meet
Service objectives. It also esti-
mates how many people, how
much money and what equip-
ment will be needed to do the
job.

Economic forecasts indicate that
by the end of this decade the
U.S. economy will be nearing a
GNP level of two trillion dollars,
and gross federal tax collections
are expected to exceed $400 bil-
lion.

Service planners must devise
ways in which tax administration
can keep pace with this growth,
provide taxpayers the assistance
they need to comply with tax
laws, and assure vigorous
enforcement programs.

The Tax Models
in 1973

Originally developed 10 years
ago to meet Treasury's need for
timely estimates of the revenue
effect of proposed tax legisla-
tion, the tax models continue to
be valuable tools for economic
planning.

Each model consists of a set of
generalized computer programs
used with specially formatted
data files comprising records in
the Statistics of Income files.
Statistical information is gener-
ated from a mode! file by using
instruction cards designed by
statisticians and economists.

This year the service developed
a State Tax Model to gain data
estimates concerning the Feder-
al-State Tax Collection Act of
1972. The State Tax Model con-
sists of a sample of over 276,000
Forms 1040 filed for 1970, sorted
into.segments for each state.
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Office of Industrial
Economics

The Service established the
Asset Depreciation Range Infor-
mation System (ADRIS) during
the year to collate and analyze
information on capital asset
acquisition, replacement, and
retirement reported on income
tax returns of taxpayers electing
the Asset Depreciation Range
System.

Because of the nature of the
work performed, the Office of
tndustriai Economics was trans-
terred from IRS to Treasury at
the close of the fiscal year.
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Statistics of iIncome
Highlights

Estimates for business and indi-
vidual returns published in the
annual Statistics of Income
reports reflected the continued
growth in the U.S. economy.

Corporate and noncorporate
businesses reported almost $2.1
trillion in receipts. Corporations
accounted for 83 percent ($1.7
tritlion) of 1971 gross income
receipts and showed net income
of $79 billion. In the unincorpor-
ated area, proprietorships had
receipts of $255 billion and prof-
its of $34 billion; partnerships
had receipts of $98 billion and
profits of $9.1 billion.

Individua! taxpayers reported
adjusted gross income of $674
billion on 1971 returns, up 6.7
percent from 1970. Taxable
income was $414 billion, after
allowing for personal exemp-
tions and deductions.

The table on the next page
tocuses on the frequency and
amount of personal deductions
and exemptions claimed on indi-
vidual income tax returns. The
total amount of deductions and
exemptions for 1971 was 38 per-
cent greater than that for 1967.

Chart A pictures how the returns
that individuals filed for 1971
and the tax liability they
reported are distributed in terms
of the size of tax.

Statistics of Income publications
can be obtained from the Super-
intendent of Documents, U.S.
Government  Printing  Office,
Washington, D.C. 20402.

Individual Income Tax Returns:
Number of returns, personal ded and

(All figures are estimates based on samples)

Item 1967
Al individual returns, total 71,652
Standard deduction returns & 41,877
itemized deduction returns 29,774
Number of exemptions 198,036
Total personal deductions and exsmptions 200,548
Amount of exemptions 118,822
Amount of standard deductions 22,103
Amount of itemized deductions 59,623

! Includes returns with no adjusted gross income.

201,288

212,024

Income yoar
1969 1970

(Yhousands)
75,834 . 74,280
40,919 33,849
34,915 35,430
206,197 204,126

(Million doliars)

225,555 248,080
123,118 127,531
21,627 32.371
80,210 88,178

1971

74,601
43,924
30,677
203,936

277,431
137,598
48,153
91,680

CHART A. Number of Returns and Amount of Tax, Percent Distribution by Size of Tax Liability, 1971
(Percentages computed from estimates based on samples)

PERCENT OF RETURNS TAX LIABILITY
19.7 None
25.4 $1 under $500
18.8 $500 under $1,000
37 $1,000 under ;5.000

2.2 $5.000 under $50,000

0.1 $50,000 or more

40% 30% 20% 10%

5.0

5.8

10%

PERCENT OF TAX

122

211

20% 30% 40%

55.9

50%
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Returns Filed
Projections

Projections of returns filed serve
as a basis for planning activities
throughout the Service. The
Service revises the projections
each year to include changes in
tax law and to incorporate the
most recent thinking on eco-
nomic and demographic expec-
tations.

By 1980, the Gross National
Product in current dollars is
expected to increass from its
1972 level of $1,150 billion to
$2,090 billion. During the same
period, tota! employment is

expected to increase from 84 to
97 million. These increases rep-
resent a growth of 15 percent in
employment and 82 percent in
GNP. This is expected to have
its impact on the number of
returns to be filed. Between
1972 and 1980, the total number
of tax returns is expected to
increase by about 21 million, or
19 percent.

In this same period, returns of
individuals with higher adjusted
gross income (AGI over $10,000)
and taxpayers filing fiduciary,
corporation, estate, gift, and
exempt organization returns are
expected to increase at a higher

Selected Types of Returns Filed in 1972, and Projected for 1974, 1975

and 1980, by Calendar Year

Total Returns

Individual
Form 1040A
Form 1040
AGI under $10,000
AGI $10,000 and over
Other individual

Fiduciary
Partnership
Corporation
Forms 1120, 1120 Special, total
Assets under $50,000

Assets $50,000 under $1 million

Assets $1 million or more
Other corporation

Employment

Estate and gift
Exempt organization
Excise

Other !

NOTE: The introduction of Form 1040A in 1973 makes percent changes for certain i

than average rate. Conversely,
decreases are expected from
individuals with lower income
and from taxpayers filing excise
returns. The excise return
decrease is expected because
of the scheduled expiration of
several taxes before 1980. The
expected decrease in  Form
1040A and Form 1040 returns
with lower income and the
increase in returns with higher
income is a continuation of the
general trend toward more com-
plex returns. This trend is also
evident in the corporation asset
projections.‘

(Thousands)

Percent
Actual Projected * Change
1972 1974 1975 1980 1972-1980
112,011 v 120,331 121,987 133,253 14.9
75,800 81,697 83,003 ! 92,646 2.2
- 22,163 21,593 20,963 NA
75,021 58,650 60,513 70,699 NA
48,987 29,154 28,020 24,966 NA
26,034 29,496 32,493 45,733 NA
m £84 897 984 2.3
1,294 1,473 1,541 - 2, 54.9
1,036 1,046 1,082 1,085 4.7
1,853 2.011 2,063 2,368 21.8
1,549 1,659 1,690 1,900 22.7
75 712 724 800 18.5
766 428 844 953 24.4
108 119 122 147 3.1
308 352 3713 469 54.3
21,933 23,950 24,016 24,434 11.4
419 414 430 531 26.7
549 617 650 829 51.0
770 850 52 385 -50.0
8,417 L 263 8,380 8,971 6.6

b-strat

1includes Forms 7, 8, 11, 13, 4705, 4706, 4707, 4708, 1040ES, 7004, 7005, 2438 and 1042,
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Taxpayer Compliance
Measurement Program

The Taxpayer Compliance Meas-
urement Program (TCMP) uses
statistical techniques to deter-
mine how well taxpayers comply
with tax laws. TCMP provides
data that enable the Service to
allocate audit resources most
efficiently among classes of tax-
payers and to develop the most
effective  delinquent accounts
and returns program.

TCMP information is aiso used to
develop and update formuias for
computer selection for auditing
returns with the highest proba-
bility of tax change. During
1973, new formulas, based on
TCMP survey of corporations
with assets of less than $1 mil-
lion, have been used in screen-
ing small corporate income tax
returns for audit.

Internal Revenue
Manual

The Service sets forth its poli-
cies and procedures in the Inter-
nal Revenue Manual. To give
greater guidance to the public
and in accordance with the
Freedom of Information Act, the
Manual is being made available
to the public. Certain material
which should not be publicly
disclosed is being removed.

Technical Reference
Information (TRI)

The Service is continuing the
test of the TRI system with an
expanded data base from the
U.S. Code, the Cumulative Bulle-
tin, Index Digest Supplements,
and selected court decisions.
TRi is designed to provide
almost instant computer access
to technical and legal texts nec-
essary to interpret or apply tax
taws to specific taxpayer cir-
vurnstances.

Automated Prepara-

_tion of Tax Returns

The Service tested Mini-Com-
puter systems to assist field per-
sonnel in preparing short Form
1040A returns for taxpayers.
These systems operated in
walk-in  facilities in Boston,
Brooklyn, Phitadelphia, and
Washington during the filing
season. An evaluation is under
way to determine whether this
service should be continued or
expanded to other cities.

Executive Resources
System

The Service successfully tested
a computerized system for iden-
tifying candidates for executive
positions. On-line video termi-
nals provide management with
means for quickly identifying
persons who should be consid-
ered for high-level positions.
This procedure removes much of
the time-consuming drudgery
from the selection process.
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Inspection
Programs
Designed to
Maintain Integrity
in IRS

Through internal audit and inter-
nal security programs, Service
managers are assisted in main-
taining high standards of integ-
rity and efficiency.

The Internal Audit Division
reviews Service operations to be
sure they are carried out prop-
erly and efficiently.

The linternal Security Division
conducts background investiga-
tion on applicants and investi-
gates complaints of misconduct
or irregularities  concerning
Service employees. The division
also investigates persons out-
side the Service who attempt to
bribe or otherwise corrupt Serv-
ice employees.

In March 1972 the Internal Secu-
rity Division assumed jurisdic-
tion over assaults and threats
against IRS employees. Employ-
ees have reported 488 assaults
or threat complaints, resulting in
63 prosecutions and 17 convic-
tions.
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Internal Audit
Provides
Independent
Reviews of
Service Operations

Wide Scope of
Activities

The Internal Audit Division inde-
pendentiy reviews all phases of
Service activities and assists the
Commissioner and management
in  maintaining  efficient tax
administration. Internal  Audit
devotes about 85% of its time to
activities directly related to the
collection of revenues and the
enforcement of tax laws, Various
auditing techniques are used to
detect problems stemming from
integrity or program weak-
nesses. Information indicating
breaches of integrity is referred
to Internal Security for investiga-
tion.

Ralph J. D'Amato (right), Brooklyn Revenue
Agent, received & special award from
Doputy Commissioner Harless for his role
in reporting six bribery attempts over a
period of three years,

The Internal Audit program is
accomplished by periodically
auditing  organizational seg-
ments, auditing new or revised
programs and procedures, and
compieting integrity investiga-
tions. Facts developed during
the audits are reported to appro-
priate management officials who
are responsibie for evaluating
the findings and taking appropri-
ate corrective actions. Such
actions are followed up by the
various echelons nf management.

Service investigators issued 561
regular internal audit reports in
1973. Additional reports also
were issued covering integrity
matters, special reviews, and
imprest fund audits. At the end
of the year, 133 audits were in
process. The accompanying
charts show the significant
increase in reports issued to
management during the past
three fiscal years. This increase
resulted primarily from changes
in auditing and reporting tech-
niques discussed in the follow-
ing paragraphs.

Significant Improve-
ments and Savings

Actions by managment on prob-
tem areas detected during in-
ternal audits result in increased
operating efficiency, strengthened
internal controts, and improved
taxpayer service. In’ addition,
they generally foster a climate
of integrity and responsibility
within the Service. Many im-
provements and long-term bene-
fits cannot be measured mone-
tairly. In areas that can be
measured savings and additional
revenue have averaged over $30
million per year in recent years
and for fiscal year 1973 exceed
$59 million..

internal Audit
Reports Issued

561

Total
On-line .
an

250

205

187 1972 1973
Fisca! Year

Changing Audit
Methods

On-line audits provide immediate
coverage of Service programs
that are being newly imple-
mented, are undergoing substan-
tial revision, or are of immediate
concern to management. These
audits of current activity identify
problems as they occur rather
than after the fact. Findings are
reported to appropriate manag-
ers for prompt corrective action.

The project audit approach con-
centrates the limited manpower
avallable on critical operations
in several offices rather than
solely on a single organization.
This approach permits greater
flexibility in the audits and in-
depth reviews. Maximum use of
pre-audit analyses and survey
techniques is made to identify
the problem areas warranting
in-depth coverage.

Internal auditors stationed at
regional service centers examine
automatic data processing activ-
ities on a continuing basis to
ensure timely correction of
problems. Specially designed
computer programs are used in
the audits. Significant problems,
including  fraudulent  refund
schemes, have been brought to
the attention of management
through these audits. ’

Violations of Tax Laws
Discovered

Internal audits and integrity
investigations  often  uncover
income tax evasion or other tax
law violations. To illustrate, a
tax preparer was arrested and
charged with preparing false
income tax returns after internal
auditors found that 131 tax
returns prepared by this individ-
ual contained improper itemized
deductions. Refunds claimed on
the returns exceeded $50,000. In
a similar case, a tax return pre-
parer was arrested, and exami-
nations of 40 of his clients’
returns resulted in tax deficien-
cies of over $36,000.

In another region, two false
refund schemes were disclosed
by internal audit review of early
filed returns. In one case, the
names and social security num-
bers of other taxpayers were
used in an attempt to obtain 32
false refunds totaling over
$16,000. The perpetrator was
identified and indicted. In the
other case, three false refunds
totaling $7,300 were detected.
The operator of this scheme was
tound to be in jail tor armed
robbery. Such cases, if integrity
is not involved, are referred to
the Intelligence Division for

" investigation and prosscution.

Internat  Audit works closely
with intelligence on such refer-
rals.
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As a result of a traudulent
refund scheme discovered in
one region, all income tax
returns with overpayments
exceeding a specified amount
were given a special review. To
date, erroneous refunds in
excess of $320,000 have been
prevented by this review. Man-
agers at all service centers were
alerted to the types of taxpayer
and processing errors which
occurred in these cases.
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Assistance to
Other Agencies

Since 1962, the Service has pro-
vided internal audit assistance
to the Virgin Islands Tax Division
and to the Government of Guam.
This year, assistance to Guam
consisted of an audit of the
General Taxes Division, re-
quested by Guam's Director of
Revenue and Taxation.

Internal Security
Division Activities
Extensive in Scope

In fiscal year 1973, 204 employ-
ees reported possible bribery
attempts, resulting in 62 arrests
or indictments.

Since 1961 Service employees
have reported 1,291 bribery
attempts. One of every four
instances resulted in prosecu-
tion action. During the twelve-
year period, bribery investiga-
tions resulted in 345 arrests or
indictments and 244 convictions
or guilty pleas. At the end of
this fiscal year, 46 persons
charged with attempted bribery
awaited trial. Bribes offered,
solicited, or paid during the
fiscal year ranged from $50 to
$25,000.

The following cases show that
attempts to bribe follow no par-
ticular location or occupational
patterns.

A New York Postal Service
employee and his representative
offered a bribe to a Revenue
Agent for a favorable audit. Both

. defendants pled guilty and were

sentenced to six months in
prison and two years probation.

A California physician offered a
Revenue Agent a parce! of land
in exchange for reducing a tax
deficiency and was subsequently
indicted for bribery.

A New York CPA was fined
$5,000 and sentenced to two
years' probation for attempting
to bribe a Revenue Agent.

A Maryland taxpayer was fined
$1,000 for attempting to bribe a
Revenue Agent.

A Michigan taxpayer was
arrested by Detroit Inspectors
for offering a Revenue Agent a
$500 bribe in return for a “no
change" report.

A Philadelphia taxpayer, arrested
for bribery, had offered $1,000 to
a Revenue Officer in an effort to
forestali collection of withholding
tax liabilities.

A New Jersey taxpayer, who
pled guilty to offering a $500
bribe to a Special Agent, was
sentenced to three months in
prison, 15 months suspended
sentence, and two years' proba-
tion.

Employees have contlnued to be effective
in opposing challenges to the Integrity of
the Service through bribery. Former Com-
missioner Walters {center, first row) is pic-
tured above at a speclal ceremony in New
York City with recipients of integrity awards
for the reporting of bribery attempts.
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An lllinois taxpayer attempted to
give a Revenue Agent a color
TV in exchange for reducing the
proposed tax adjustments. A
Grand Jury returned an indict-
ment charging him with bribery.

A New Jersey construction
executive who offered a Special
Agent $100,000 to “fix” a tax
case pled guilty and was fined
$61,000 and sentenced to three
months in prison.

A Chicago taxpayer who pled
guilty to offering a $2,000 bribe
to a Special Agent received a
one-year suspended sentence
and a fine of $3,000.

Organized Crime
Influences

During the past four years, there
have been extensive investiga-
tions of possible corruptive
influence by organized crime
upon the Service. One case
involved 90 persons, of whom 37
were IRS employees or former
employees and 21 were orga-
nized crime figures. To date
there have been 25 indictments
and 21 convictions. The 21 per-
sons convicted include 7 orga-
nized crime figures, 12 present
or former employees, and 2 tax
practitioners.

In this case, one organized
crime overlord’s first trial for
attempted bribery ended in a
hung jury and the second in
acquittal. The investigation of a
subsequent allegation of con-
spiracy to tamper with the jury
during the second trial and
obstruction of justice resulted in
a successful prosecution and a
sentence of five years in prison
plus a $10,000 fine.

In another case, ten individuals
identified with organized crime
were indicted on bribery and
conspiracy charges. This investi-
gation which extended over a
period of two years, involved the
use of innovative investigative
techniques for the protection of
five cooperating Service employ-
ees. During the investigation,
two businessmen erroneously
identified as organized crime
suspects in this case were slain
in a restaurant by the under
world. None of the suspects
were arrested on the same date,
and one who fled surrendered
himself to Internal Security
Inspectors five months later.
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Convictions
Continue
Upward Trend

Comparison of convictions for
the past seven fiscal years
appears in the table below. Of a
total of 77 convictions, 61 pre-
ferred to plead guilty rather than
go to trial.

Pleaded

Convicted

Gullty

Employees, :

Former
Employees

Non-
Employees

Total

Criminal Action
Remains Constant

During the fiscal year, Service
investigators arrested or in-
dicted 121 individuals, including
12 employees or former employ-
ees and 109 taxpayes, tax prac-
titioners, or others. Comparison
of prosecutive actions initiated
by the Service during the past
four years appears in the table
below.

At the end of the year, 88 tax-
payers and 14 present or former
employees awaited trial or pos-
sible indictment.

Prosecution actions covered
such charges as embezzlement,
disclosure of confidential tax
information, attempted bribery,
solicitation of a bribe, conspir-
acy to defraud the Government,
subscribing to false returns,
assaults and threats against IRS
employees, and obstruction of
justice.

A few examples follow:

An employee who fied to Aus-
tralia was extradicted, and was
subseguently indicted by a Fed-
eral Grand Jury for impersona-
tion, embezzlement, bribery, and
failure to deposit Government
funds. He entered a plea of
guilty, and was sentenced in
United States District Court, Los
Angeles, to two years in prison
with 18 months suspended and
five years probation on each of
two counts. He was also ordered
to make restitution of $4,800 to
the Government.

An employee at Memphis was
indicated by a Federal Grand
Jury on three counts of embez-
zlement; and her husband was
indicated on three counts of
aiding and abetting the embez-
zlement.

An employee at Atlanta who
stole and cashed iwo money
orders which had been sent to
the RS in payment of taxes was
indicted by the Federal Grand
Jury on two counts of embezzle-
ment. The employee entered a
plea of nolo contendere and was
sentenced to two years’ impris-
onment, sentence suspended,
and placed on two years' proba-
tion.

PERSONS INVOLVED IN ATTEMPYS
TO CORRUPT IRS

Number arrestod or indicmd.

1970

Employees or former employees of
IRS
Taxpayers, tax practitioners, others

TOTAL

21
37

58

A Newark employee was con-
victed on conspiracy and falsify-
ing audit reports, sentenced to
three years' probation, and fined
$500.

An IRS warehouseman in San
Francisco who was arrested for
embezzlement, theft, and sale of
Government property entered a
plea of guilty to State charges
made in connection with drugs
found in his possession when
arrested. He also pled guitty to
the Federal theft charges.

A Philadelphia employee was
the subject of an Intormation
filed in U.S. District Court as a
result of unlawful disclosure of
income tax information to a pri-
vate detective.

TOTAL
1971 1972 1973
12 12 12 57
54 65 108 265
66 n 121 3

Case Ciosure Rate
Climbs to All
Time High

The internal Security Division
completed 19,654 investigations
during fiscal year 1973 as com-
pared to 13,868 during fiscal
year 1972, an increase of 41.7%.
In addition, singular and multipte
police record searches were
conducted on 14,670 persons
considered for temporary short-
term appointments or for posi-
tions created for special eco-
nomic and educational programs.

The vast majority of investiga-
tions relating to alleged acts of
impropriety by Service person-
nel result in exoneration of the
employee. The employees who
become involved in improper
behavior or unlawful actions
constitute a very smal! percent-
age of the IRS employment
force.

The following tabulation shows
the types of investigations com-
pleted during the past two years
and related dispositions:
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Typa of investigation and Action
Total

Personne! Investigations

Number of cases closed, total

Character and Security Investigations

Conduet Investigations
Special Inquiries

Actions taken by Service management officials as a result

of Personnel investigations
Rejectad for Employment

Clearance and closed without action Letters on
nduct tnvestigations

Disciplinary actions, total

Sepatations, total

Bribery, extonian. or coflusion
Embezziement, or theft of Government funds

or prope:

Failure of employee to pay proper tax
ication or di ion of

reports, records, etc.

Unauthorized ocutside activity
Failure to discharge duties properly
Divutgence of confidential in{ormatlon

of tees or

Retusat to in official i

Personal and other misconduct
Suspension from duty and pay

or
with f;

Other Investigations

Number of cases closed, total

Assault
Disclosure

Applications for admission to practice before the J.R.S,
Charges agninst Attorneys, CPA’s, and Enroltees

Faderal Tort Claims
Bribery
Biscrimination

Investigations for other Treasury Bureaus

1372

13,868

10.697

7.877

2,202

-

174
714
21

"
orwwnS wa N~

resignati
or before

B y information.
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e
was made on disciplinary ac:

0
2,358

were under
ction where

Assistance To
Other Agencies

The tnternal Security Division
conducted 2,358 investigations
for other Treasury components,
a substantial increase over the
prior years'’s total of 1,585 inves-
tigations. Information or assist-
ance was furnished to the U.S.
Bureau of Customs, the Depart-
ment of Transportation, the De-
partment of Labor, the Price
Commission, the D.C. Govern-
ment, and the Navy Department
for development of procedures
in their internal security func-
tions.

Investigative
Team Produces
Results

Internal Auditors and Interna!
Security Inspectors investigate
breaches of integrity by both
employees and taxpayers in col-
lusion with employees. Intensive
investigations resulted in suc-
cessful criminal prosecution as
well as recommendations for
improved controls and proce-
dures.

One tformer employee pleaded
guilty to preparing and filing tax
returns for others for a fee and
to representing taxpayers in
connection with an audit exami-
nation while he was an
employee of the Service. The
joint investigation also disclosed
that he had claimed false deduc-
tions on his own returns and on
returns prepared for others.
Examination of his returns and
64 clients’ returns resulted in
additional tax and penalty of
about $350,000.

Another investigation resulted in
the conviction of two officials of
a Savings and Loan Association
on State charges of making
traudulent loans and Federal
charges of conspiracy to
defraud, tax evasion, and sub-
scribing false returns. This was
an outgrowth of Inspection's
investigation of alleged irregu-
larities  concerning  Service
employees. A former revenue
agent who had previously
audited the officials was fined
$2,500 for accepting fees from
them for accounting services
while still an employee. As a
result of the investigation,
changes in the banking laws of

. several states are being consid-

ered.

Investigation of refund schemes
has brought about the arrest of
5 individuals on charges of pre-
paring and filing false tax
returns. To date, investigators
have identified 300 returns
claiming questionable refunds of
more than $120,000.

Management By
Objectives —
Assessment By
Results (MOAR)

One of the persistent problems
in Administration is setting prior-
ities, planning programs, and
responding to new demands. To
deal with these problems the
Service started a system of
Management by Objectives and
Assessment by Results (MOAR).
MOAR does not replace the
norma! management processes,
but supplements them by provid-
ing the mechanism for focusing
attention on problem areas or
programs. An important part of
the system involves meetings
between the Assistant Commis-
sioner (Administration) and his
Division Directors and with the
Regional Commissioners and
Assistant  Commissioners to
establish objectives for the
coming year.

Before the meetings, each
official completes an inventory
of resources and problems in
the Administration area. During
the meetings these problems are
discussed; those needing special
attention are spotlighted, priori-
ties are determined, responsibil-
ity is placed, and accountability
established. The objectives are
published in a compendium that
is updated periodically.
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Financial
Developments

©

In February 1973 the Comptrol-
ler General approved the Inter-
nal Revenue Service administra-
tive accounting and payroll
system as conforming to pre-
scribed principles, standards,
and related requirements.

The Service took steps this year
toward automating its adminis-
trative accounting and budget
control. It completed a basic
layout and selected equipment
for the system late in fiscal
1973. This system, when com-
pleted, will streamline fiscal
operations throughout the Serv-
ice.

Man-Years Authorized and Realized

The Service's fiscal 1973 budget
totaled  $1,143  million, an
increase of $85.8 million over
the prior year. The budget
included $21 million in supple-
mental funding for the Service's
role in anti-narcotics enforce-
ment, for administering revenue
sharing, for maintaining eco-
nomic stabilization work, and for
higher postal rates. At the end
of the year the Service had
spent 99.7% of its authorized
funds. The Service's costs
amount to about ¥2 of 1% of rev-
enue collections.

. Percentage

Authorized Roalized Realized’
Appropristian 1972 1973 1972 1973 1972 1973
Salaries and expenses 1,664 1,719 1,638 1,728 98.4 100.8

Accounts, coftection and

taxpayer service 36,397 38,524 35,932 - 38,683 98.7 100.4
Compliance 30,607 32,485 30,387 2,915 99.3 101.3
Total 68,668 2,728 67,957 73,326 99.0 100.8
Increase 1973 over 1972 +4.060 +5,368 +1.B

OTE:
1972 adjusted to reflect transfer of Alcohol, Tobacco and Firearms tunction July 1, 1973.
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Personnel
Management
Activities

Additional multi-unit collective
bargaining negotiations  took
place in 1973 with a consequent
increase in the importance of
union relations in the manage-
ment of the Service. All levels of
management were brought into
the union relations process. The
Service made substantial prog-
ress in position management by
increasing effectiveness and
economy in organization and
assignment practices. These
changes resulted in more than
meeting the Service's goals in
grade de-escalation. Other fea-
tures of the Personnel program
included successful recruitment
efforts, advances in the coopera-
tive education programs for pro-
spective professional and tech-
nical recruits, extension of
career programs to data proc-
essing supervisory and manage-
rial jobs, and further advances
in the equal opportunity pro-
gram.

Personnel Summary

Man-years
realized

Location and type 1972 1973

Service Total 68,549 74,170

Permanent 60,416 63,250

Temporary 8,133 10,919

National Office ! 4,134 4,309

Field Service Total 3 64,137 67,935

Data Processing, total 21,785 24,387
Collection and Taxpayer

Service Tota! 12,305 12,273

Revenue otiicers 6,140 6,464

Other 6,185 5.809

Audit, total 21,514 22.392

Revenue Agents 13,402 13,166

Off. Aud. and Tax Tech. 3an 3,336

Other? 4,941 5,890

intelligence, total . 2,864 3,168

Special Agents 2,074 2,34

Other 790 864

Appellate, total 1,362 1,305

Appeliate conferees 628 611

Auditors 135 128

Other 599 566

Administration, total 2.688 - 2,741

Regional Counsel 863 862

Regional Inspection 756 807

Economic Stabilization Program, totaf ¢ 277 1,926

¢ includes terminal leave man-years for entire Service.
* Includes Office ot {nternational O i !

Center.

1 Includes overseas employees hired locally. (2 in 1972 and in 1973).

4 Reflects and p

el on roll for

Number on
rolls at close
of year

3,322 3,347
§,514 6,434
3,106 3,319
2,221 2,396
885 923
1,298 1,246
590
125 120
570 536
2,692 2,580,
924 9
823 807
887 2,079

Ceonter and IRS Data

office and field.

Multi-Unit
Agreement
Concluded With
Naire

A second multi-unit agreement
with the National Assoclation of
Internal  Revenue Employees
(NAIRE) was signed on April 13,
1973. This agreement covers
about 26,000 employees of nine
service centers, the National
Computer Center, and the JRS
Data Center. Important provi-
sions of the agreement deal with
promotions, performance evalua-
tions, grievances and discipli-
nary proceedings, layoff and
recall of seasonal employees,
and an agreement that the union
will take action to prevent
strikes.

An example of implementing one
of these provisions is the estab-
lishment of new performance
evaluation procedures providing
for better communications be-
tween an employee and his
supervisor. Under the contract,
five occupational areas will be
covered: Revenue Agent, Reve-
nue Officer, Estate Tax Attorney,
Cterk, and Secretary.
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Training in Union
Management Relations

Because of the expansion in
union activity, the Service has
increased contract administra-
tion and labor relations training
for managers, supervisors, and
personnel officers.

The Service trained managers
and personne! officers to admin-
ister the Multi-District and Mul-
ti-Center agreements with
NAIRE. Between July and
December, 3,000 managers in 56
districts completed a three-day
training program on the Multi-
District Agreements. In the fall,
a segment was added to the
Basic  Supervisory - Training
Course to provide guidance to
new Supervisors on their role in
union relations. Personnel
officers participated in a work-
shop in union relations responsi-
bilities. In June over 2,000 man-
agers in nine Service Centers,
the Data Center and Computer
Center participated in a three-
day course on the Multi-Center
Agreement which became effec-
tive July 1, 1973.
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Major
Management
Improvements

The Service has reemphasized
Government-wide  efforts to
reduce costs. In the first year of
a two-year program the average
GS grade was reduced from
7.8 to 7.5. This works out to a
savings of approximately $11
million in payroll costs.

The grade de-escalation pro-
gram has encouraged IRS man-
agers to seek new methods to
accomplish savings in their per-
sonnel resources. For example,
IRS executives have taken
advantage of the favorable labor
market by recruiting college
graduates at lower grades where
possible; have increased use of
paraprofessionals; have estab-
lished firmer controls over filling
vacancies; and have revised
work methods and assignments
to assure concentration of work
at existing grade levels.

Recruitment
Efforts In Good
Labor Market

tn July 1972, the Civil Service
Commission discontinued the
specia! salary rates for Internal
Revenue Agents and Special
Agents which had been in effect
for several years. In spite of
this, the Service successfully
met its FY 1973 recruitment
goals by hiring some 1200 inter-
nal revenue agents, 890 revenue
officers, 500 tax auditors, 350
special agents, and 160 estate
tax attorneys. Late in the fiscal
year, after review of labor
market and economic conditions
affecting the supply of account-
ants, the Civil Service Commis-
sion reestablished special higher
salary rates for entrance-level
accountants and Internal reve-
nue agents. The rate changes
were in time to aid spring
recruiting for FY 1974 advance
attrition hiring.

Para-Professional
Staffing To Be
Increased

After a comprehensive study of
its para-professional occupation,
the Revenue Representative, the
Collection Division found that
these employees could close
many cases formerly handled by
Revenue Officers. This change
made available manpower which
could be devoted to the more
difficult assignments. During
1973, the Service made a spe-
cial effort to recruit more Reve-
nue Representatives.

Progress In
Testing
Procedures And
Test Validation

The Service exercises special
care to see that tests used in
recruitment, reassignment, and
promotion for Service positions
are valid, job-related, bias-free,
and administered fairly. New
guidelines for noncompetitive
written testing were put into
effect, substantially revising
existing Service procedures.

This year the Service began a
special test validation study for
the Fresno Service Center. The
study should reveal whether
tests given to applicants, accu-
rately assess ability to perform
on the job.

Cooperative
Education
Programs

Growth continued in the Serv-
ice's Cooperative Education Pro-
gram covering Revenue Agents,
internal  Auditors, Revenue
Officers, Tax Auditors, Special
Agents, and Internal Security
Inspectors. The program pro-
vides for part-time employment
for promising students with an
offer of employment upon grad-
uation. About 600 students from
250 schools participated in the
program this year.

Cooperative education is an
excellent source of recruitment
of technical personnel. An addi-
tional program in Estate Tax for
law students is in the offing.
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Equal Employment
Opportunity (EEO)
Activities

The Equal Employment Opportu-
nity Act of 1972 reinforced the
Federal Government's responsi-
bifity to assure equal employ-
ment opportunity for all Federal
employees and applicants for
employment. The law requires
Federal agencies to prepare
EEO Affirmative Action Plans on
a national and local basis
for Civil Service Commission
approval. Accordingly, regional
offices, districts, and service
centers prepared plans under
the new regulations for the first
time this fiscal year. The scope
and format required for the plan
differed so radically from past
plans that many initial problems
had to be overcome. However,
at the end of the fiscal year, vir~
tually afl  Affirmative Action
Plans were approved and in
operation at locations across the
country.
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Progress in Employing
the Blind

The Service has progressed
substantially in its program of
employing the blind. Because of
the nature of the work, the Tax-
payer Service Representative
occupation is particularly suited
to the employment of visually
handicapped persons.

On January 30, 1973, IRS per-
sonnel participated in a ceremo-
ney marking the 100th graduate
trained as a Taxpayer Service
Representative at the Arkansas
Enterprises for the Blind. The
graduate, Miss Penny Keim, was
hired by the Nashville District as
a Taxpayer Service Representa-
tive. Sixteen classes have gradu-
ated 111 persons qualified to
work as Taxpayer Service Rep-
resentatives.

Again this year, handicapped employees did
a good job for the Service. Pictured above
Is Jack McSpadden, e blind Taxpayer Serv-
ice i being an

Mr. Jack McSpadden, the first
blind taxpayer Service Repre-
sentative, was selected as the
Internal Revenue Service's nomi-
nee for the Qutstanding Handi-
capped Federal Empioyee of the
Year. Subsequently, Jack was
chosen as-the Department of the
Treasury's nominee and was one
of the ten finalists selected by
the U.S. Civil Service on Novem-
ber 13, 1967.

Throughout the United States, 76
blind TSR’s are working in the
district offices and service cen-
ters. The Service is striving to
achieve its goal of one blind
Taxpayer Service Representative
in each office.

award as an outstanding handicapped Fed-

eral employee. Julio Nixon Eisenhower (r}
presented the award. Then-Commissioner

Johnnie M. Walters appears at the left.

Advances In
Management
Careérs Programs

A new Servicewide Management
Careers Program covers Na-
tional Office, regional, and
district managerial positions
within ACTS, Compliance, and
Administration. The major
aspects of this program include:
(1) required training for first-line
supervisors selected under the
program, before entering super-
visory positions and (2) district,
regional, and National Office
Career Boards to oversee the
development and advancement
of employees in the program. As
part of this activity, the Service
set up an ongoing Supervisory
Assessment Center, which
appraised approximately 800
applicants for first-line supervi-
sory jobs.

Carolyn K. Buttolph became the first woman
in IRS history to be appointad a District
Director. Here she ls sworn in as Director
of the Burlington District by United States

The Service is launching a new
Career Program to fill lower-
level management positions in
Service Centers and the Detroit
Data Center. Major features
include: establishment of a
Career Board, which places reli-
ance on collective judgment; a
comprehensive selection and
development process; national
guidelines with provision for
local flexibility; option to select
in advance of vacancies, with
opportunity for training before
assuming new duties; and con-
tinued emphasis on career
development and training of
those new in management jobs.

Oistrict Judge Albert W. Coffrin, Holding
the Bible Is her uncle, the Reverend F.
Nelsen Schlagel.

The Service continued its execu-
tive Selection and Development
Program and selected 31 per-
sons for the 1974 ES&D class.
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Management
Career Program

A principle of the Management
Career Program is that new
supervisors should be consid-
ered '‘recruits” in the sense that
they are moving into jobs as
new to them as the jobs they
entered when they came into the
Service in technical positions.
Therefore, new supervisors are
provided developmenta! experi-
ences before and after they
assume new responsibilities.

Wwith the help of a coach,
usually a middle manager or an
experienced supervisor, each
selectee in the Management
Career Program prepares an
Individual Development Plan,
which is a roadmap for the path
he will follow to acquire the
necessary experience and skill.

Major Revision of
Executive Develop-
ment Program

The six-month Executive Devel-
opment Program was revised in
the fall of 1972 to place more
emphasis on work of a field
official, on decision-making, and
on problem-solving at the Dis-
trict Director, Service Center
Director, and Assistant Regional
Commissioner level. Selectees
spend considerable time in the
field and the National Office
learning or managing the work
of major programs in which they
have not had experience.

Data Center Moved to
New Location

The IRS Data Center moved to a
new building in downtown
Detroit. The building, especially
constructed to meet the Center's
needs, provides about 200,000
square feet of space. This move
gives the Data Center excellent
office space for a 20-year period
and a new sense of permanence.

The George S. Boutwell
Auditorium Dedicated

With the assistance of the Gen-
eral Services Administration, the
Service completed a much-
needed auditorium on the
seventh floor of the National
Office Building. Named after the
first Commissioner, the facility
seats 204 people and affords
improved conference and hear-
ing accommodations for large
groups.

Protection of Facilities
Strengthened

The Service continued to
strengthen the physical security
of its data processing activities
to ensure uninterrupted opera-
tion of the revenue collection
function, Threats against Service
operations were encountered
and handled without major inci-
dent. While the number of bomb
warnings did not change from
the previous year, the number of
manhours lost by building evac-
uation increased significantly
due largely to a mass evacua-
tion at one facility.

Improved Power
Supply for Computer
Operations

Computer operations in IRS
Service Centers depend on a
stable supply of power. Each
Center's power supply is moni-
tored to detect variations that
can slow or stop operations and
result in severe manhour and
processing time losses.

Finding that the Memphis Serv-
ice Center power supply varia-
tions exceeded the standards,
the Service installed a support
motor-generator. It will, if neces-
sary, install in Service Centers
heavy-duty rechargable battery
systems comparable to those
used by telephone companies to
maintain service during power
outages.

Paperwork Manage-
ment Improvement
Activities

During the fisca! year, the Serv-
ice started a campaign to
improve or eliminate over 900
reports. More than 850 employ-
ees were oriented in the tech-
niques of effective reports man-
agement to ensure that benefits
of required reports exceed their
costs.

Records  disposal  programs
during 1972 resuited in releasing
space and equipment valued at
$1,697,783. A total of 120,032
cubic feet of records were
destroyed and 298,703 cubic
teet of records were retired to
Federa! Records Centers.

The Accident
Prevention Program

During the second year of the
“ZERO IN” on the Federal
Safety Program, the Service
experienced its lowest disabling
injury rate on record. The rate
of 1.7 disabling injuries per mil-
lion manhours of exposure was
a 19% improvement over 1970
and a 15% improvement over
1971.

Service personnel operated
motor vehicles a record 115.8
million miles in 1972 on official
business, with an accident fre-
quency rate of 8.0 per million
miles driven.

Toll-Free Taxpayer
Telephone Service

The Service has been installing
a system that will give all tax-
payers in a state tofi-free tele-
phone access to an IRS office.

At the beginning of FY 1973, the
system covered 27 states. The
plans for FY 1974 provide for
completion of installations in the
remaining 28 districts and 20
states. Soon all taxpayers in the
country, by placing a local
phone call, will have access to
toll-free tax service.
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Gross Collections
Rise To Record

Levels,

In 1973, gross revenue collec-
tions rose rapidly to a record
$237.8  billion, an  amount
exceeding total receipts for 1964
and 1965 combined. The
increase over last year, $27.9
billion, was the second largest
ever recorded.

Individual income tax, including
amounts withheld and amounts
paid with estimated and regular
tax returns, accounted for 53
percent of all collections. Corpo-
ration income tax produced 16
percent of all receipts. Employ-
ment taxes, comprising payroll
taxes levied on salaries and
wages, was the second greatest
source of revenue, accounting
for 22 percent of all receipts.
Excise taxes and estate and gift
taxes made up the other 9 per-
cent.

Individual income tax receipts of
$125.1 billion showed a $16.3
billion (14.9%) increase over
last year. Growth in personal
income accounted for the sub-
stantial rise.

Corporate income tax collec-
tions of $39 billion, up $4.1 bil-
lion (11.8%), reflected higher
corporate profits which began in
1971. The income lax payment
system for corporations has
been in a transition period for
several years. The Revenue and
Expenditure Control Act of 1968
provided for gradual elimination
of amounts exempt from esti-
mated tax payment. The original
exemption of $5500, is being
phases out over a five year
peried ending in 1977, when all
corporations with $40 or more of
expected tax liability will be
required to pay their tax cur-
rently.

Tax Collections From All Sources

Billions of Dollars

1972

1973
- 108.9 1251

47

24.8 39.0

Income Taxes Incoma Taxes Taxes

Employment tax  collections
amounted to $52.1 billion, an
increase of more than 19 per-
cent over 1972. The growth of
salaries and wages, higher tax
rates, and increases in the taxa-
ble wage base were major fac-
tors in increased collections.
Effective January 1, 1973, the
combined employer-employee
social security (FICA) rate
increased from 10.4 to 11.7 per-
cent, the self-employment
(SECA) rate from 7.5 to 8.0 per-
cent, and the railroad retirement
rate from 199 to 21.2 percent.
The taxable earnings base went
up from §9,000 to $10,800 on
Janvary 1, 1873.

TOTAL
1972 $209.8
1973 8237.8

52.1

16.8 16.6

Estate and
Glft Taxes

Excige Taxes
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funde ineludi

Internal R r g interest
(For refunds by region and district, see table 5.)

Amount refunded Amount of

Number {principal and interest interest included
thousand doliars) (thousand dollars)
- = 1972 un | w7 B3 ;. wr ' in
Total refunds of internal r!venue 1 55,154,883 63,123,884 18,970,640 5,804,850 182,765 175,867
Corporation income taxes 268,559 275,104 2,894,407 3,013,025 134,777 120,246
Indlvmunl income and emoloymel taxes total ¢ 54,823,523 62.774,7127 14,642,417 22,412,326 38,704 41,510
53,203,811 61,088,325 13,750,862 21,442,506 16,397 2,82
Othev mcnme ‘tax and Federal nsurance
Contributions Act taxes t+ | 1,543,374 1,565,368 877,554 943,278 21,930 24,414
Railroad retirement | 458 1,916 619 ko8 7 18
Unempioyment insurance ' 75,880 119,118 13,382 20,821 370 456
Estate tax . 15,38 16,345 52,702 62,057 5,235 6,228
Gift tax | 2,110 2,426 7 3,403 860 443
Excise taxes, total | 45,345 5,282 1,373,614 314,037 3,188 1,442
Aicohol taxes & 8,320 10,582 106,031 109,087 [ 8
Tobacco taxes ¢ 390 2,393 2,706 ) (&)
Manufacturers’ and re:tailers’ wlse taxes,
total 5,004 4,429 1,246,972 175,428 1,951 395
Gasoline usod on farms 62 50 103,619 102,278 - -
Gasaline, nonhighway 1,247 1.022 23,120 28,765 — —
Other ¢ N 3,785 3,357 1,120,233 48,385 1,951 395
All other excise taxes ? ! 31,541 19,783 18,217 26.816 1,231 1,039

!

1Figures have not been reduced to flect reimbursements trom
the Federal Old-Age and Survivors, Feral Disability, and Federal
Hospital Insurance Trust Funds amating to $447,332,000 in 1972
and '$478.856,000 in 1973; from the Hiway Trust Fund

Includes refunds *'not otherwise classified.”
*Includes excess FICA credits.

*Includes drawbacks and stamp redemptions.

. ‘Includes lubrlcatlng oil used for nonhighway purposes.

to $144,325,000 in 1972 and $146,373, 000 1973; and from the unem-
ployment Trust Fund amounting to 1$182,000 in 1972 and $20,820,969
in 1973,

Net of B0.725 undeliverable chec- totaling $14,082,000 in 1972
and 76,669 undeliverable checks totaig $18,209,000 in 1973,

. silver, wagering (excise and stamps), capital
stock, and other excise tax refunds.
* Less than $500.

Increase In
Returns Filed

Atmost 117 million returns of all
types were filed in 1973. Individ-
uals filed 80.4 million returns,
with 22 million using the simpli-
fied Form 1040A.

The chart on this page shows
the percentage distribution of ali
tax returns filed with the Serv-
ice.

PERCENTAGE DISTRIBUTION
OF TAX RETURNS FILED

Form 1040
48%

Form 1040A
19%

Employment
21%

INCREASE IN NUMBER OF RETURNS FILED
williona

Employment tax, total
Emplcyers Form 941
¥ Form 942 ( )
Employers Form 943 (agricultural employee..)
Railroad retirement, Forms CT-1, Ct-2
Unemptoyment insurance, Form 940
Estate tax
Gift tax
Excise tax, total
Occupational tax
Form 720 (retaiters, manufacturers, etc.)
Alcohot
Tobacco
Highway use tax
Other

TOTAL
1972 1972—112
- 1973 1973—116.9
7 g0t
220 240
73 8§
0 10 1.8 18 27 31
[ R Ui —
Dacl P ip Corp! Employment Excise and
and fiduciary  of estimated other
tax
The table below presents data
on returns filed by type of return
for 1972 and 1973.
Number of returns filed, by principal type of return
Type of return 1872 1973
Grand total 112,000 116,540
income tax, total 88,299 51,007
Individual and fiduciary, total 7.1 80,366
Individual-citizen and resident aliens, total 75,106 78.878
All other individual and fiduciary 1.422 1,488
Declarations of estimated tax, totat 7.328 6,531
tndividual 7.328 6,531
Corporation NA NA
Partnerships 1.029 1,083
Corporations 1,831 1,947
Other

458

15 14

1.832 3,695
183 2

191 284

1.3 1,488

574 s

297 16

20 13

5 5

295 461

120 108
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NATIONAL O
Office of the |
Commissione
Donald C. Ale
Deputy Comn,

, Raymond F.H
© Assistant to tf;
Edward M. Pg,
Assistant to th

. Commission
.- Donald C. Daw
'\ Chairman, Tax
Coordinating
James N. Kinse
1+ Director, Tax A
Advisory Sta;
Joseph R. Harn
Assistant to the
i (Public Affair:
Stanley C. Jens:

Administration

Acting Assistar
ti Joseph T. Davis
{ Director, Progra,
© Julius H. Lauder.
| Division Direc;
Facilities Me
Leo C. Ingle:
Fiscal Mana,
i Alan A. Beck
, Personne/
© Billy J. Brows
. Training
. Richard C. M
:Deputy Equal Emy
Opportunity oOff,
Thompson
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val Officers
+ Internal
1e Service
June 30,

FFICE
Commissioner
r
xander
rissioner
lartess
1@ Commissioner
rkins
.e Deputy
er
kins
Forms
1 Committee
]
dministration
ff
on
Commissioner
s}
en (Acting)

1 Commissioner

m Staff
dale

tors:
wnagement
sby
jement

n

cCutlough
sloyment

icer Barbara R.

Compliance

Assistant Commissioner
John F. Hanlon
Deputy Assistant Commissioner
Joseph G. McGowan
Division Directors:
Appellate
James C. Stigamire
Intelligence
John J, Olszewski
Audit
S. B. Wolfe
Office of International
Operations
Roger L. Plate

Accounts, Collection and
Taxpayer Service

Assistant Commissioner
Dean J. Barron
Deputy Assistant Commissioner
Gerald C. Portney
Division Directors:
Collection
Haro!d E. Snyder
Accounts and Data
Processing
Donald G. Elsberry
Taxpayer Service
Vacant
IRS Data Center, Detroit,
Mich.
Ernest Shaw
National Computer Center,
Martinsburg, W. Va.
M. Eddie Heironimus

inspection

Assistant Commissioner
Francis |. Geibel
Division Directors:
Internal Audit
William C. Rankin
Internal Security
William J. Hulihan

Planning and Research

Assistant Commissioner (Acting)
Lancelot W. Armstrong
Division Directors:
Planning and Analysis
Albert Y. Sze (Acting)
Systems Development
W. J. O'Malley (Acting)
Research
Claude D. Baldwin
Statistics
Vito Natrella

Technical

Assistant Commissioner
Peter P. Weidenbruch, Jr.
Deputy Assistant Commissioner
Wade F. Hobbs
Division Directors:
Income Tax
Victor Cuniglio
Miscellaneous and Special
Provision Tax
Duane B. Johnson
Technical Publications and
Services
Roy J. Linger

Stabilization

Assistant Commissioner
Edward F. Preston
Division Directors:
Technical and Services
William Daniel
Compliance and
Enforcement
Stanley Goldberg

Office of Chief Counsel

Acting Chief Counsel
Lawrence B. Gibbs
Deput Chief Counse!
Roger V. Barth
Special Assistant to the Chief
Counsel
Stanley H. Hackett
Special Assistant to the Chief
Counsel
Lester Stein
Technical Advisor to Chief
Counsel
Robert B. Jacoby
Special Assistant to the Chief
Counsel
Arthur B. White
Associate Chief Counsel
{Litigation)
John T. Rogers
Associate Chief Counsel
(Technical}
Richard M. Halm
- Division Directors:
General Litigation
J. Walter Feigenbaum
Criminal Tax
Albert L. Henkle
Refund Litigation
John W. Holt
Tax Court Litigation
Robert A. Bridges
Interpretative
John L. Withers
Legislation and Regulations
James F. Dring
Operations and Planning
William P. Crewe

Central Region

All Regional Offices at 5560 Main
Street, Cincinnati, Ohio 45202,
unless a different address is
indicated

Regional Commissioner

Chartes G. Keebler

Assistant Regional
Commissioners:
Administration
Arthur J. Collinson
Audit
Michael A. DeGuire
Accounts, Collection &

Taxpayer Service
Wayne S. Kegerreis
Appellate
W. Franklin Hammack
intelligence
Harold B. Holt
Stabilization
Edgar H. Hughson

District Directors:
Cincinnati, Ohio 54201
Paul A, Schuster
Cleveland, Ohio 44199
Alvin M. Kelley
Detroit, Mich. 48226
Thomas A. Cardoza
Indianapolis, Ind.
James E. Daly
Louisiville, Ky. 40202
Paul F. Niederecker
Parkersburg, W. Va.
Hugh D. Jones

Director,  Cincinnati  Service
Center, Covington, Ky. 41019

Patrick J. Ruttle

Regional Counsel

David E. Mills

Regional Inspector

Edward A. Conroy

Mid-Atlantic Region

All Regional Offices at 2 Penn
Center Plaza, Philadelphia, Pa.
19102, unless a different
address is indicated

Regional Commissioner

Edward J. Fitzgerald

Assistant Regional
Commissioners:
Administration
Americo P. Attorri
Audit
Dwight L. James
Accounts, Collection &

Taxpayer Service
Vacant
Appellate
Harold A, McGuffin
intelligence
Amerigo R. Manzi
Stabilization
John Jennings

District Directors:
Baltimore, Md. 21201
William D. Waters
Newark, N.J. 07102
Etmer H. Klinsman
Philadelphia, Pa. 19108
Alfred L. Whinston
Pittsburgh, Pa. 15222
C. Dudley Switzer
Richmond, Va. 23240
James P. Boyle
Wilmington, Del. 19801
Charles O. DeWitt

Director, Phlladelphia Service
Center, Philadelphia, Pa.
19155 : :

Norman E. Morrill

Regional Counsel

Emory L. Langdon

Regional  Inspector, Bankers
Securities  Building, Walnut
and Juniper Streets, Philadel-
phia, Pa. 19017

Emanuel L. Schuster
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List of Commissioners

of Internal Revenue

George S. Boutwell
Massachusetts

July 17, 1862/Mar. 4, 1863
Joseph J. Lewis
Pennsylvania

Mar. 18, 1863/June 30, 1865
William Orton

New York

July 1, 1865/0c¢t. 31, 1865
Edward A. Rollins

New Hampshire

Nov. 1, 1865/Mar. 10, 1869
Columbus Delano

Ohio .
Mar. 11, 1869/0ct. 31, 1870
Alfred Pleasonton

New York

Jan. 3, 1871/Aug. 8, 1871
John W. Douglass
Pennsylvania

Aug. 8, 1871/May 14, 1875
Daniej D. Pratt

Indiana

May 15, 1875/July 31, 1876
Green B. Raum

Illinois

Aug. 2, 1876/Apr. 30, 1883
Walter Evans

Kentucky

May 21, 1883/Mar. 19, 1885
Joseph S. Miller

West Virginia

March. 20, 1885/Mar. 20, 1889
John W, Mason

West Virginia

Mar. 21, 1889/Apr. 18, 1893
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Joseph S. Miller

West Virginia

Apr. 19, 1893/Nov. 26, 1896
W. St. John Forman

Ninois

Nov. 27, 1896/Dec. 31, 1897
Nathan B. Scott

West Virginia

Jan. 1, 1898/Feb. 28, 1899
George W. Wilson

Ohio

Mar. 1, 1899/Nov. 27, 1900
John W. Yerkes

Kentucky

Dec. 20, 1900/ Apr. 30, 1907
John G. Capers

South Carolina

June 5, 1907/Aug. 31, 1909
Royat E. Cabel}

Virginia

Sept. 1, 1909/ Apr. 27, 1913
William H. Osborn

North Carolina

Apr. 28, 1913/Sept. 25, 1917 ~

Daniei C. Roper

South Carolina

Sept. 26, 1971/Mar. 31, 1920
Wifliam M. Williams

Alabama
Apr. 1, 1920/Apr. 11, 1921

David H. Blair

North Carolina

May 27, 1921/May 31, 1929
Robert H. Lucas

Kentucky

June 1, 1928/Aug. 15, 1930
David Burnet

Ohio

Aug. 20, 1930/May 15, 1933
Guy T. Helevering

Kansas

June 6, 1933/0ct. 8, 1943
Robert E. Hannegan
Missouri

Oct. 9, 1943/Jan. 22, 1944
Joseph D. Nunan, Jr.

New York

Mar. 1, 1944/ June 30, 1947
George J. Schoeneman
Rhode Island

July 1, 1947/July 31, 1951
John B. Duniap

Texas

Aug. 1, 1951/Nov. 18, 1952
T. Coleman Andrews
Virginia

Feb. 4, 1953/0ct. 31, 1955
Russell C. Harrington
Rhode Island

Dec. 5, 1955/Sept. 30, 1958
Dana Latham

California
Nov. 5, 1958/Jan. 20, 1961

Mortimer M. Caplin
Virginia

Feb. 7, 1961/July 10, 1964
Sheldon S. Cohen
Maryland

Jan 25, 1965/Jan 20, 1969
Randolph W. Thrower
Georgia

Apr. 1, 1969/June 22, 1971
Johnnie M. Walters

South Carolina

Aug. 6, 1971/Apr. 30, 1973
Donald C. Alexander
Ohio

May 25, 1973

Offica of Commissioner of Internal Revenue
Created by Act of Congreas, July 1, 1862

in addition, the lollowing were Acting Com-
missioners during periods of time when
there was no Commisslonar holding the
office:

John W. UDouglas, of Pennsylvania trom
Nov. t, 1870, to Jan. 2, 1871; Henry C.
Rogers, of Pennsylvania, from May 1 to
May 10, 18683, and from May 1 to une 4,
1907; John J. Knox, of Minnesota trom
May 11 to May 20, 1883; Robert Whliams,
Jr., of Ohio, from Nov. 28 to Dec. 19, 19800;
Millard F. West, of Kentucky, from Apr, 12
to May 26, 1921; H. F. Mires, of Washing-
ton, from Aug. 16, to Aug. 19, 1830; Prossly
R. Baldridge, of lowa, Irom May 16 to
June 5, 1933; Harold N. Graves, of lllinois,
from Jan. 23 to Feb. 29, 1844, John S.
Graham, of North Caroline, from Nov. 18,
1952, to Jan. 19, 1953; Justin F, Winkie, of
New York, trom Jan. 20 to Feb. 3, 1953;
©. Gordon Delk, of Virginla, from Nov. 1
to Dec. 4, 1955; and from Oct. 1 to Nov. 4,
1958; Charles . Fox, of Utah, from Jan. 21
to Feb. 6, 196t; Bertrand M. Harding, of
Texas, trom July 11, 1964 to Jan. 24, 1965;
and Witliam H. Smith of Virginia, from Jan.
21 to Mar. 31, 1869; Harold T. Swartz of
Indiana, from June 23, 1871 to Aug. 5.
1971; Raymond F. Harless of Calltornia
from May 1 to May 25, 1973,
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Publication
Number/Title

17
Your Federal Income Tax
Price 75¢

54
Tax Guide for U.S. Citizens
Abroad

76

Law and Regulations Relating to
the Treatment of Annuities for
Income Tax purposes. Price 45¢

225
Farmer’s Tax Guide

334
Tax Guide for Small Business
Price 75¢

337

Law and Regulations Relating to
Employee Pension, Annuity,
Profit-Sharing, Stock Bonus, and
Bond Purchase Plans including
Plans for Self-Employed Individ-
vals. Price 70¢ (revised 7-68)

349
Federal Highway Use Tax

377
Pension Trust Procedures
Price 55¢

378

Federal Fuel Tax Credit or
Refund

for Nonhighway and Transit
Users

448

A Guide to Federal Estate and
Gift Taxation. Price 50¢
(revised 7-71)

463
Trave!, Entertainment and Gift
Expenses

106

501
Your Exemptions and Exemp-
tions for Dependents

502
Deduction for Medica! and
Dental Expenses

503
Child Care and Disabled
Dependent Care

504
Income Tax Deductions for
Alimony Payments

505
Tax Withholding and Declaration
of Estimated Tax

506
Computing Your Tax Under the
Income Averaging Method

508
Tax Information on Educational
Expenses

509
Tax Calendar and Check List
for 1973

510
Information on Excise Taxes for
1973

511
Sales and Other Dispositons of
Depreciable Property

512
Credit Sales by Dealers in
Persanal Property

513
Tax Information for Visitors to
the United States

514
Foreign Tax Credit for U.S.
Citizens and Resident Aliens

515

Withholding of Tax on
Nonresident Aliens and
Foreign Corporations

516

Tax Information for U.S.
Government Civilian Employees
Stationed Abroad

517
Social Security for Clergymen
and Religious Workers

518
Foreign Scholars and Educa-
tiona!
and Cultural Exchange Visitors

519
United States Tax Guide for
Aliens

520
Tax Information for American
Scholars in the U.S. and Abroad

521
Tax Information on Moving
Expenses

522
Adjustments to Income for
Sick Pay

523
Tax information on Selling
Your Home

524
Retirement Income Credit

525
Taxable Income and Nontaxable
Income

526
Income Tax Deduction for
Contributions

527
Rental Income and Royalty
Income

528
Information on Preparing Your
Tax Return

529
Other Miscellaneous Deductions

530
Tax Information on Deductions
for Homeowners

531
Reporting Your Tips for Federal
Tax Purposes

532
Tax Information for Students
and Parents

533
information-on Self-Employment
Tax
534
Tax Information on Depreciation

535
Tax Information on Business
Expenses

536
Losses From Operating a
Business

537
Installment and Deferred-
Payment Sales

538
Tax Information on Accounting
Periods and Methods

539
Withholding Taxes From Your
Employee's Wages

540

Tax Information on Repairs,
Replacements, and improve-
ments

541
Tax Information on Partnership
tncome and Losses

542
Corporations and the Federal
Income Tax

543

Sale or Other Disposition of
a Business or Business
Interest

544

Sales and Exchanges of Assets,
Including Information on

Basis of Assets

545
Income Tax Deduction for
interest Expense

546 .
income Tax Deduction for Taxes
547

Tax Information on Disasters,
Casualty Losses, and Thefts

548
Tax Information on Deduction
for Bad Debts

549
Condemnations of Private
Property for Public Use

550
Tax Information on Investment
income and Expenses

552
Recordkeeping Requirements
and a Guide to Tax Publications

554

Tax Benefits for Older Ameri-
cans

555

Community Property and the
Federal Income Tax

556

Audit of Returns, Appeal Rights
and Claims for Refund

557

How to Apply for Recognition of
Exemption for an Organization
558

Tax Information for Sponsors of
Contests and Sporting Events

559

Federal Tax Guide for Survivors,
Executors, and Administrators
560

Retirement Plans for Seli-
Employed Individuals

561

Valuation of Donated Property

563

Tax Return Filing Requirements
for U.8. Citizen Abroad

564

Tax Information on Mutua! Fund
Distributions

565 :

Tax Information on the Interest
Equalization Tax
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Supreme Court
Action

Criminal Cases

In United States v. Bishop, 412
U.S. 346 (1973), the Supreme
Court resolved the disagreement
that had existed in the Federal
judicial circuits over the inter-
pretation that  should be
accorded the term “willful” as
used in felony statutes and as
used in misdemeanor statutes.
Bishop was convicted of willfully
making and subscribing false
returns, a felony offense under
26 U.S.C. § 7208(1), aftei the
trial court refused a lesser-in-
cluded-offense jury charge under
26 U.S.C. § 7207, which makes
it a misdemeanor willfully to
deliver or disclose to the Serv-
ice any return or document
known to be fraudulent or faise
as to any material matter. The
Court of Appeals, Ninth Circuit,
reversed on the ground that
“willfully” as used in § 7206(1)
implied an evil motive and bad
faith, but the same word as used
in § 7207 required only a show-
ing of unreasonable, capricious,
or careless disregard for the
truth. In reversing the Ninth Cir-
cuit's decision, the Supreme
Court held that “willfully” has
the same meaning in §§ 7206(1)
and 7207, and connotes the vol-
untary, intentional violation of a
known lega! duty. The distinction
between the statutes, the Court
noted, ties in the additional mis-
conduct that is essential to the
violation of the felony provision;
hence, the trial court properly
refused the requested lesser-in-
cluded-offense instruction based

on Bishop’s erroneous contention
that the word “willfully” in the
misdemeanor statute implied
less scienter than the same
word in the felony statute.

Supreme Court
Civil Cases

On January 22, 1973, the
Supreme Court reversed per
curiam a decision of the United
States Court of Appeals for the
Ninth Circuit and hetd for the
Government in a significant
estate tax case, United States v.
Chandler, 410 U.S. 257 (1973).
The case involved United States
Savings Bonds, Series E, which
were purchased by the decedent
and registered in her name with
her granddaughters as co-own-
ers. The issue was whether such
bonds were includable in her
gross estate as jointly held
property under Code § 2040
where she hand-delivered them
prior to her death to the co-.
owners with the intent to make
an irrevocable gift, but failed to
have the bonds reissued without
her name. The court ruled that
the bonds were still includable
in her estate despite her attempt
to divest herself of ownership. It
relied on the Treasury Regula-
tions dealing with Savings
Bonds which provide (31 C.F.R.
§ 315) that these bonds can be
transferred from one co-owner to
another only by surrendering
them and having them reissued
solely in the name of the other
co-owner. The court explained
that any other rule could lead to

chaotic conditions with respect
to these bonds, noting the Gov-
ernment’s assertion that approxi-
mately 500 million Series E
Bonds were outstanding, that
these were worth over 50 billion
doltars, and that 75% of them
were registered in co-ownership
form.

On February 27, 1973, the
Supreme Court again reversed a
decision of the United States
Court of Appeals for the Ninth
Circuit and held for the Govern-
ment in United States v. Basye,
410 U.S. 441 (1973). The issue
was whether contributions by the
Kaiser Foundation Health Plan, a
non-profit corporation, to a
retirement plan of the Perma-
nente Medical Group, a limited
partnership of doctors, should
be treated as income to the
partnership and thus be taxable
to the individual partners at the
time of the contributions. The
individual partners could forfeit
their rights to benefits under the
plan, but no contributions could
ever revert to the Health Plan.
The Supreme Court conciuded
that the case was controlted by
long-standing principles of tax
law: first, that income is taxed
to the party who earns it and that
liability may not be avoided by
an anticipatory assignment of
that income (Lucas v. Earl, 281
U.S. 111 (1930)) and, second,
that partners are taxable on
their distributive or proportion-
ate shares of current partnorship
income irrespective of whether
that income is actually distrib-
uted to them (Heiner v. Melion,

304 U.S. 271 (1938)). The court
held, in a decision which consti-
tutes an important precedent
favorable to the Government,
that the partnership was obli-
gated to report the contributions
as income presently received
and that each partner was
responsible for his distributive
share of that income.

Another decision tfavorable to
the Government was rendered
on April 16, 1973, in United
States v. Indreiunas, 411. U.S. 216
(1973). That case arose from a
tax refund suit and related
third-party complaint in the dis-
trict court. The issue presented
to the Supreme Court was, how-
ever, not a tax .issue, but an
issue of court procedure. The
court held per curiam that the
Government had filed a timely
appea!l to the Court of Appeals
when its appeal was filed within
60 days from the final entry of a
formal judgment of the district
court set forth in a “separate
document,” but more than 60
days atter the district court’s
civil docket entry following jury
verdicts, which entry contained
the language “Enter judgment
on the verdicts. Jury dis-
charged.” The Supreme Court
decision interpreted the require-
ment of Rule 58, Federal Rules
of Civil Procedure, that every
“judgment shall be set forth on
a separate document.” It clari-
fied the question of what docu-
ments constituted judgments for
purposes of the running of the
appeal period in federal courts,
a subject on which lower courts

had rendered conflicting opin-
ions. The court stated that the
“separate document” provision
of Rule 58 shouid be ‘“‘mechani-
cally applied in order to avoid
new uncertainties as to the date
on which a judgment is en-
tered.”

On May 7, 1973, the Government
lost an important estate tax
case. United States v. Cart-
wright, 411 U.S. 546 (1973). This
case involved the question of
the proper method of valuing
ocpen-end investment company
(mutual fund) shares for estate
tax purposes. The issue related
to the validity of Treas. Reg.
§ 20.2031-8(b)(1), which pro-
vides - essentially that such
shares shouid be valued at the
offering (ask) price rather than
the redemption (bid) price. The
offering (ask) price is the mutual
tund's price to the general
public, which includes the net

- asset value per share plus a

sales commission or ‘“sales
load"” in so-called “load"” funds.
The Supreme Court held the
Regulation  invalid, affirming
lower court decisions which sus-
tained the use of the redemption
price at the date of death for
estate tax valuation purposes,
because this was the only price
that the estate could have
obtained if the shares had been
sold. The court held that the
Regulation was technically
inconsistent with the “willing
buyer-seller” valuation concept
and was manifestly inconsistent
with the provisions of the Invest-
ment Company Act of 1940. The

decision will have a widespread
effect with respect not only to
estate and gift taxes but also to
the basis of mutual fund shares
for income tax purposes.

The Supreme Court on June 4,
1973, reversed a decision of the
United States Court of Claims
and held for the Government in
United States v. Chicago, Bur-
fington & Quincy Railroad Co.,
U.S. (1973). The issue decided
was whether taxpayer could
include in its basis for deprecia-
tion of road property sums
attributable to facilities such as
bridges, overcrossings, and
funds primarily to enhance
fiasher signals built with pub-
lic safety and traffic flow at
raitroad-highway  intersections.
The taxpayer had claimed, and
the Court of Claims had allowed,
depreciation on these costs
even though taxpayer did not
incur them. These costs were
actually incurred by the Federal
Government under federal high-
way aid legislation. The Su-
preme Court considered De-
troit Edison Co. v. Commis-
sioner, 319 U.S. 98 (1943), to be
controlling, rather than Brown
Shoe Co., Inc. v. Commissioner,
339 U.S. 583 (1950), relied upon
by taxpayer. lLarge revenues
were involved and the decision
prevents substantial windfalls to
this taxpayer and others similarly
situated. It should also consti-
tute a significant favorable pre-
cedent in the area of capital
contributions under Code § 118.




114

In  United States v. Walter
Kocher, 468 F.2d 503 (2nd Cir.
1972), the Second Circuit held
that the Government may
enforce its tax lien against the
husband by selling property held
by the husband and wife as ten-
ants in common and may bid at
the sale although the tax lien is
a junior lien. The Court noted
that, although state law deter-
mines what interest the taxpayer
has in the property, federal law
determines the manner of
enforcement of the tax lien. The
Court concluded that the literal
language of Code § 7403 pro-
vides for the sale of any prop-
erty in which the taxpayer has
any interest with the proceeds
to be distributed according ‘to
the interests of the parties. The
Court specifically rejected a
contrary decision by the Fifth
Circuit in Folsom v. United
States, 306 F.2d 361 (Sth Cir.
1962} and agreed with the
Fourth, Seventh and Ninth Cir-
cuit decisions in Washington v.
United States, 402 F.2d 3 (4th
Cir. 1968), cert. denied, 402 U.S.
978 (1971), United States v. Trill-
ing, 328 F.2d 699 (7th Cir. 1966),
and Unlted States v. Overman,
424 F.2d 1124 (9th Cir. 1970).
The Court also held that the
Government could bid at the
sale even though its tax lien is
junior to senior mortgage liens.
Although under Code § 7403(c)
the Government may bid only
where its tax lien is the senior
lien, the Court held that the
Government had a right to bid
under 31 U.S.C. § 195 when its
tax lien was the junior lien.

In In re Statmaster Corp., 465
F.2d 978 (5th Cir. 1972) the
trustee for the bankrupt corpora-
tion deposited funds gathered in
the course of liquidation in inter-
est-bearing accounts. Thereafter,
the trustee petitioned the bank-
ruptcy court for an order re-
lisving and discharging him
from any income tax liability.
Attached to the petition was a
corporate tax return showing no
tax due. The Government's con-
tention that the court had no
jurisdiction was rejected by the
Referee. On review, the district
court reversed, holding there
was no jurisdiction because of
the statutory prohibition against

_issuing declaratory judgments

with respect to Federal Taxes,
28 U.S.C. § 2201. In their deci-
sion affirming the district court,
the Fifth Circuit agreed that the
bar on declaratory judgments
prevented them from exercising
jurisdiction. They noted a Con-
gressional intent that the initial
processing of tax matters be
handled administratively.

The Tenth Circuit, in United
States v. Billingsley, 469 F.2d
1208 (10th Cir. 1972), reversed
the decision of the district court
which held that the summons
issued to taxpayer's employer
was unenforceable under the
decision in Donaldson v. United
States, 400 U.S. 517 (1971),
because it had been issued after
the special agent's recommen-
dation for criminal prosecution
had been made. The Tenth Cir-
cuit agreed with the Govern-
ment's contention that the rec-

ommendation referred to in
Donaldson occurs, at the earli-
est, when the Service forwards a
case to the Department of Jus-
tice for criminal prosecution.
The court stated that Donaldson
sanctioned the use of the sum-
mons in an investigation with
both civil and criminal aspects
and that, while a criminal inves-
tigation remains solely with the
Service, the civil aspects are
inextricably associated with the
criminal. Only after reference to
the Department of Justice, when
two distinct agencies are
involved, do the civil and crimi-
nal aspects at least begin to
disentangle. The case however,
was remanded to the -district
court for a determination as to
whether the summons had been
issued in good faith.

In the case of Lucia v. United
States, 474 F.2d 565 (5th Cir,
1973), the Court of Appeals in
an en banc decision reversed
the panel decision and
remanded to the district court
for a factual determination
respecting the taxpayer’s allega-
tion that the wagering excise tax
assessment was arbitrary, capri-
cious, and without factual foun-
dation. The Court rejected the
panel decision that, since the
taxpayer was under no “duty” to
file wagering excise tax returns,
to deprive him of the defense of
the bar of the statute of limita-
tions constituted ‘“punishment”
for failure to file, which is pro-
scribed by the Marchetti and
Grosso cases. The Court con-
cluded that the tax assessment
was not barred because the

statute of limitations does not
commence to run until a return
is filed, even though to require a
return would violate the taxpay-
er's privilege against self-incrim-
ination.

In Clifford Irving, et al. v. Elliott
Gray, —— F.2d — (2d Cir.
1973), the Second Circuit
affirmed the judgment of the dis-
trict court refusing to restrain
collection of federal income
taxes which had been deter-
mined to be due and owing as a
result of the termination of the
taxpayers’ taxable years pur-
suant to Code § 6851. The
Second Circuit's  unanimous
opinion approved the Govern-
ment's actions, including the
contention that the “full pay-
ment” rule of Flora v. United
States, 357 U.S. 63 (1958) was
inapplicable to this case, and
that the decision in Schreck v.
United States, 301 F. Supp. 1265
(D. Md. 1969} is erroneous. The
Second Circuit followed the
decision of the Seventh Circuit
in Williamson v. United States,
—— F.2d —— (7th Cir. 1971)
and Parrish v. Daly, 350 F. Supp.
735 (S.D. Ind. 1972). The Wil-
liamson decision has previously
received support from three tax
court cases which ruled that
taxes declared to be due and
owing pursuant to the provisions
of Code § 6851 (and its prede-
cessor provisions) do not consti-
tute deficiencies within the
meaning of the Code. The
Second Circuit concluded that
the reasoning of Williamson and
Parrish is correct and that the

assessments made by the Serv-
ice were not deficiency assess-
ments governed by Code § 6861
but were rather assessments
made under the general assess-
ment authority of Code § 6201.

The Court of Appeals for the
Second Circuit in a decision
rendered on June 8, 1973, in In
re Freedomland, inc., — F.2d
—— (2nd Cir. 1973), affirmed
the district court's holding that
the trustee in bankruptcy must
withhold the federal income and
social security taxes from the
payment of the second priority
wage claims and must file the
requisite tax returns relative
thereto. The Second Circuit
reversed on the issue of the
priority applicable to the pay-
ment of these taxes, concluding
that they were not a debt owed
by the bankrupt to be given a
fourth priority, but were owed by
the bankrupt's employees and
conceptuatly were to be treated
as a second priority claims, the
same as the wages from which
they derive. The Court of
Appeals also held that the
trustee may withhold on the 25
per cent basis which the district
court had found represented an
Internat Revenue Service
attempt to facilitate the bank-
ruptcy administration on a prac-
tical basis.

The Tax Court, in Efrain T..

Suarez, 58 T.C. 792 (1972), artic-
ulated its first square holding
concerning use of allegedly Ille-
gally obtained evidence as the
basis of a statutory notice of
deficiency. The offices and clinic

of petitioner, later convicted as
an abortionist, were raided by
Florida police who seized cer-
tain records of petitioner. De-
ficlencies in tax were deter-
mined based on these records.
Petitioner argued that the deter-
minations were invalid, relying
on the 4th and 5th Amendments.
The Court determined that the
warrantless raid was unconstitu-
tional and therefore illegal and
that, since respondent’s determi-
nations had been based on ifle-
gally seized evidence, the statu-
tory notice was not entitled to
any presumption of correctness.
Significantly, however, the Court
held that the notice of deficiency
was sufficient to confer jurisdic-
tion on the Tax Court, although
the Commissioner was ordered
to assume the burden of going
forward with the evidence at the
trial of the case on its merits.
The use of a "sheli” or “nomi-
nee" corporation as a paper
entity for the financing of com-
mercial property was involved in
David F. Bolger, 59 T.C. 760
(1973). There, petitioner utilized
the corporate form to acquire
property, finance the purchase
price and construction thereon,
and lease the same to third par-
ties. Contemporaneously, lega!
title to the property was trans-
ferred to petitioner subject to
the mortgage and lease. Peti-
tioner made no investment and
did not assume any liabifity.
Patitioner's primary position was
that the corporation was not a
viable taxable entity, but a mere
nominee. On this issue the Court
held for respondent by reason of
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of useful life need not be the
same. Lastly, the court held in
favor of the taxpayer on the
issue of whether the investment
credit should be allowed on the
full basis of the film for depre-
ciation purposes, or only on
“those costs which are directly
related to the finished negative,”
excluding the cost of unused
portions of the film.

On January 8, 1973, the Govern-
ment prevailed in Hall Paving
Co. v. United States, 471 F.2d
261 (1973). This  decision
reversed a district court deci-
sion and remanded the case for
further fact findings under Code
§ 269. The issue presented was
whether  post-acquisition net
operating losses of affiliated
corporations can be offset
against post-acquisition income
of an acquiring corporation on a
consolidated return, or whether
Code § 269 can be utilized to
disallow such deductions where
acquisitions are for tax avoid-
ance purposes. Previous deci-
sions in Herculite Protective
Fabrics Corp. v. Commissioner,
387 F.2d 475 (3rd Cir. 1968), and
Zanesville Investment Co. v.
Commissioner, 335 F.2d 507 (6th
Cir. 1964), had appeared to limit
the Government's right to disal-
low such post-acquisition losses.
The Fifth Circuit pointed out that
the language of the statute gives
no hint of any restriction to pre-
acquisition losses, and found
that the legislative history indi-
cates that the Congressional
purpose was to enable the inter-
nal Revenue Service to disallow
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not only current and past losses
but also prospective and antici-
pated losses. The decision con-
stitutes an important precedent
supporting the Government's
efforts to prevent tax avoidance
through the use of Code § 269.

On February 27, 1973, an
adverse decision was rendered
in Janis v. United States, 73-1
U.S.T.C. 7372 (C.D. Calif. 1973),
an important test case which is
now on appeal to the Court of
Appeals for the Ninth Circuit.

The case involved wagering
excise taxes which had been
assessed at least in major part
based on evidence which had
allegedly been obtained in viola-
tion of the Fourth Amendment to
the Constitution. The court held
that the affidavit supporting the
search warrant in the case
failed to comply with the
requirements set forth in Spinelli
v. United States, 393 U.S. 410
(1969), and, therefore, that the
evidence had been obtained
from an unreasonable search
and seizure in violation of the
Fourth Amendment. It further
held that the civil wagering tax
assessment based on such evi-
dence was invalid and, in effect,
heid that the exclusionary rule
under the Fourth Amendment
applies in civil tax cases. A sim-
itar decision was rendered by
the Tax Court in another test
case, Efrain T. Suarez, 58 T.C.
792 (1972), in which an appeal
may be filed to the Fifth Circuit
at a later date. The Supreme
Court has never passed on the

question of whether the exclu-
sionary rute under the Fourth
Amendment applies to civil
cases, and the Government's
position is that the exclusionary
rule does not apply in such
cases.

Three adverse decisions in Por-
tage Plastics Co., Inc. v. United
States, F.2d (7th Cir. 1973),
Shores Realty Co., Inc. v. United
States, 468 F.2d 572 (5th Cir.
1972) and Amory Cotton Oil Co.
v. United States, 468 F.2d 1046
(5th Cir. 1972), resulted from
the Government's attempts to
uphold the validity of Treas.
Reg. § 1.1371-1(g), refating to
the requirements for recognition
as a Subchapter S “small busi-
ness corporation” under Code
§ 1371. One of the requirements
is that such corporation not
have more than one class of
stock. The question arose as to
whether advances to such cor-
porations, which were not in
proportion to shareholdings, but
which gave rise to equity under
traditional ‘“‘debt v. equity” or
“thin capitalization” tests, should
be treated as giving rise to a
second class of stock, thus dis-
qualifying such corporations from
Subchapter S treatment. Treas.
Reg. § 1.1371-1(g) answered this
question in the affirmative, but
the Regulation has now been
declared invalid. Such advances
may give rise to equity for other
purposes under the Code, but
such treatment does not require
disqualification as a Subchapter
S corporation under these de-
cisions.
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Ses (b) below) 2.628.4 \B29.] . ) 68, ‘
(ea ) 23.166. 58 2.888.781 | 17.403.661 120,581 s B 2 : 8 ‘52'5"
(Naw Mexico). 529, 7¢ 014 4€5.783 253 97, 15,94 4! 53 143.215
6,508 8¢ 804,688 |  4.458.357 31,625 \ o B Wi sl
212.4, 79 £3.991 133 54,262 i 291,462 | 243,480
5,264,7 809.516 3,895.484 30.513 1 435,656 | 82560 | 2.355932 [ 248393
3.638.0! 272,504 | 3069.382 13.315 i e | 358,942 5393
£98.8 122,548 708.525 1278 H 1351923 | 26,021 [ 1,083,877 73,258
il mal e g j e @ am am By
2.178.9 . 463, : 2l mee ) aeiiny 104547 | 27,308 | 427.877 33,274
1,657,994 217,699 1,342,630 -202 . , (Colorado) 43, 4,955 247, 9§I§%z
wmern Region 30.825.374 | 3,533,265 | 24.738.808 181.22¢ N Koy 15,4 5,755 . 559
286,719 16.129 224.348 B . w (Lovisiana; 458! 7.64 81, 47,211
Bmse.,_ 210 68,249 486,737 . N (Qklahoma)_ 36, 4( 5, 378,73 240
366.459 36,341 313.312 a2 ichi (Kansas)__ 386 3. 5! 29
135,359 199 620,174 -938 738430 | 61 1.693; 577
11.945.838 1,442,754 | 9,584,952 73414 8 : iyt "3
1.431.937 155,721 1,225,825 A75 15,8 - 4 2
1.945 825 322,313 1.585.376 12,887 103 1,035 : 1,248 1.259
gl mal s ol i ' bl g
o i G Utah)_.. ! E . : : 358,62 . ¥
in Feancisco (See (3) below). 9.439,366 922073 | 7,381,516 1,277’ 5,960,787 101,513 838 28008 2“9 5 -0 18528 | 127 297
eattle (Washi 2,839660 322,983 { 2,337.369 7, 1,871,668 285 17.523 ) san| 8 o R . b
oo i me| wm) Cww)owa)owm) e T - BRI Tm Gl s o
Puerto Rico_ B ’ ' 257 154 9, R
er. . 614,106 55,516 528,980 86.212 432,001 3522 7,28 281505 | 15,428 sés,m PO 25, 235
Undistributed : (Washington). . EL 6,089
Fedaral tax deposits® 1,636,512 e | 1,098,368 1,084,869 13.128 n ice of o . LS I
Gasoline lubricating il and eacess FICA credits T 623,833 3373 530,100 3 . 95 505
Translerred to Government of Guai ~10.710 —i0.710 -
Withheld laxes of Federal !mplayus, . 84,458 ). 84,458 | .
Clearing sccount for Excise taxes—aviation fuel Federal lax deposits®.. __..__
and oit—Air Force antd Navy_.__.._..._...... 24 Gasojine Iubnczung ml & excess FICA credits?
Transferred of Guar
WARRLId taxes of Fadera ployees. 22" N =
Totats for states not shown above . Ctearing account for Excise taxes—aviation fuel
and oil—Air Force and Navy 24| .
(a) Cafitornia. asean | 25088 | leodss | 292l 13.770,961 101,983 121,252
1linois. Dt | gauem |1z 1.878.831 | 10,738,398 152,345 102,084
(E)) u”a\'lmm : 7.R31.630 | 23,684,595 |  2.653.762 | 20.757,702 43822 189,309 Totals for states not shown sbove
& o Hgl| R e ) 188 28 1B
(e) Penns 470504 1. 1.032, 466, +265, 8 i 607,134 | 40.833 0,94 5
& Tes i I e e D B 62138 gt el LSS GG el g ) den) s ) | s
569.394 1 101,744 | 1,022,041 | 329846 | 210,593 | 154.09: 54,233 ‘ay | 103 248
194,167 | 38,112 | 1.125.868 { 254,829 | 713.263 | 20,573 | 190.701 | 1.302 686 1
226,762 | 29.847 | 1,059,901 | 257.557 | 198245 |... ... 191,938 | 5480 | 819 8
192 240,470 | 53,329 [ 1,510.753 | 106,532 | 27537 | "33)3%4 36l 470 131 123
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Table 1.—Internal r Mecti by and by internal revenue regions, districts, States, and other areas— . Table l.—Internal liecti by and by internal revenue regions, districts, States, and other areas—

H Continued Continued
i .
! In thousands of dollars. {n thousands of doliars.
’ Atcohol taxes—Conlinued - Tobacca tax
H . Internal revenue regions, districts, States, ©nd other areas? (States y single N *
! - - . districts indicated in parentheses; tofals for ather States shown at bottom of lable)
' Internal sevenue regions, districts, States, and other Wiaes, cordials, etc., taxes Beer taxes Tota Cigarettes Cigars* Other 2
! areas! (States aewesenlc? t;y sir:gie dsl‘sl‘ﬂll!"lndl-
cated in parentheses: totals for other States shown
Y at hnnnn?of taple) Importad Qceupa- Imported 5 Occupa- i (26) n (28) (29)
Tolal {coltected | Dumestic ® tional Total (cotlected | Domestic? tionat
) by Customs) taxes™ by Customs) taxes'? . 276951 221,019 3,790 2137
: as) 19} (20} @ (22) 23) 24 (25) !
! 1.159 218 3
i (?n" (c) below) 54 53 e
aine)_____
United States, total..__.........o...oo._._.| 192,556 20,280 167,423 4.852 [ 1.201.442 7.897 | 1.190.085 3.459 ( 4
.\ (See {c) below)_ _
( North-Atlantic Region 39.426 8.616 30.586 24 130.88 4,411 125.991 434 (See () elow;
Alban: - (See (c) below). 504 490 14 6.4 6,438 4 (Vermonl). .
. - (Maine| 88 36 Py 1 2 {Connecticuf
. 3.027 1,814 1.184 28 11.6; 1,329 10,291 1 (See {c) below)
| . 23 56,4 56380 1 © (Now Hampshire)
i - (See (c) belaw). 2 20,3 20,252 104 Providence. - (Rhndz Island).
h . (Vermont).. 3 Mid-Atlantic Region.
o . (Connecticul). 4 373 34 i . (eryland and 0.C.) 62
jI - (See (¢) below [ 3,194 1 . Newarl - (New Jersey). 161 6 15
H . (New Hampshire). 17.301 17,273 2 i Philadelphia. - (See (e) helow) 20,164 20,160 [
v - (Rhode Istand| - 1;4.9 4 Wi 117‘915; 3 :m;buudh - (See (o} belo (") "9g
3 . ichmond... S Wirgielay LU0 sy | s am TS
; . Jisnd and D ? ; ? 14 ; (‘Jgg . Wiimington & - “?7.702 537,223 22 157
- (New Jersey)_ 190 e . 1 Reglon . 1,202, 1,184,886
H - (See (e) below) . 1 41,08 40,959 t Atianta, T iGeorgia) 202 ng 184,866
(See (e) below) 1 154, 15.363 irmil 1,901
((gnl[mu)) 12 20,6 20,513 & Cotumbia. ... ______ . ...l 1] (South Carolina)
elaware) -~ (North Garolina) 1.188,
. 2,25 135, 58; 4“3 134,550 564 ackson, {Mississippi) 188,260
13 20.075? 18,991 ? (Florida), .
- (T
- (South Carolina) 10 9
i North c:mlmu) 18 40,3 ? ! (See (d) below)
: i Florida). 1,84 24,692
< Nashville. T 30,200
Central Region 69; 122,040 2
Cincinnali (See {d) below) 181 30,14
Cleveland. ........... (See (d) below)_........| 17 .8 1
l atrot..._. ! 2. 49,66 {South Dakota)
’ fndisnapolis. (Indiana)._... 8 18,3 .« (See (b) betow)
. ouisville R y 49 (iowa)
( Parkersburg, (West Visginia.., _._...| ! akota)
| Midwest Region 91 319.0. 3 i
{South Dakota)..........
| (See (b) below) 2 14 (Missouri)
i towa
i | (Norlh Dakota)..._...._ i . (See (b} below)
; 2 i Southwest Region._._.........._______.
| ebrask: {New Mexico)
J ’ {Missouri) Austin (See (f) below)....___ .
| L. i 1 Cheyenne. . { ing). ..
r :-pnn.huld (See {b) below) 22 Dallas. .. {See (1) below}.
| 501 993 Denver .
J {New Maxico}. 2 Little Rock __ . .
! Austin. ee (1) betow, 3. 340 (Louisiana)
‘ Cheyen i ) 8 P
. Daliss ee (1) beiow) 173 e iehita, T (Kansasy
Denver 10 4
Little Rock . rkansas) 1 3 {Alaska)
New Orleans._ Louisiana, l? 16,3 %g s
{Kansas) 4 9
79 132,5] 3a
. (Arizona).
2. % % (Oregon) .
1,604 B ity. Utah). _
20 53,59 908 52,574 1 San Francisco (See (a) below)
S| Gan 3 : office of Wisiaational GReratione. 111! e
: ice of Inte 11.961 12 11:948°
PUeMo RICO. . o] 11,961 12 ll.94!!,
'Dé 2! .. 2! LA R
‘ e (3) b 2| 20.854 432 10 Undistributed: . )
| (w“nmmn) 13 47,307 46 1 Federal tax deposits®____._________._ ... _____ .
! [ i Gasaline lubricaling oil, and excess FICA credits’. .
Th Puerto Rico... 6 Transferred to Government of Guai
. e - Withheld taxes of Federal 3
Undistributed: . Ciearing account far Exme taxes—aviation fuel and oil—Air Force and Nav' RS o
Federal tax depnxilx'“ L] ¥
. Gasoline lubricating oil, and ex:ess FICA credits?.
) Transferred to Gnvemmonl of Gua Totals for states not shown abave
| Clearing account for Excise taxes—avi
and oil—Air Force and Navy. -] (a) Calitoraia,. 98 3 18 7
| ' (h)) INHmov ” 33| 4
: tc) New Yorl 765
g Totals tor states not shown above {d) Ohio. . 767 |oeiieanans ?15. }12':2 2
X (¢) Pennsylvania 20,263 4 20,258 [
¥ () Texas__.. 13 3 [
(8) California 115.452 2,316 112,695 441 74.448 1,341 72,888 219
{b) IWlinois. 5,036 1,630 3,372 M 32.658 222 32,385 50
) New Yor! 32,327 6,802 25,413 1z 86,526 3,082 83,000 378
{d) Ol B 1,124 1,038 342 .06 21 39, 40
' (¢) Pennsylvlm: 2,818 | 2,790 28 96,494 | _______.___ $6.322 m
H (G 1,174 627 ) 546 7.8 27 77,151 443
124 , 125
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Table 1.—internal 1 i by sour and by internal revenue regions, districts, States, and other areas—
Continued
In thousands of dollars,
Manufacturer's excise taxes Retailers’ excise taxes
Internal revenue regions, districts, Slales and Tiras Motor Non-
other areas.! (States represented by single dis- {wholly vehitle Non- m-
tricts indicated in parentheses;itotals for other . or in part chassis - mercial
States shown at bottom of tabla} Total Gasoitne | Lubricating [ of rubber), bodies Other ¢ Total mercial aviation
oil, etc. inner parts aviation fuel other
tubes, and | and ac- fue than
tread cessories!* gasoline gasoline
rubber
a0) an (32) 33) {30 (35) {36) an (38)
United States, total_. .. ........ ...} $.395,750 | 3,927.535 103,084 814,042 485,601 65,477 368,372 10,246 23,613
North-Atlantic Region 321,964 1,007 169.211 279 36.36! 19.955 60 1.6
ba 7.669 i 93 28 3.43 1.622
4,338 2] 485 2 1 306
45,578 19; ,502 7 3.52 3.210
18,940 14, 10,904 1,5 11 1,420 i
43,692 7 0,417 1,1 88 5,605 ¥ [
1,57 125 7 64
167,28} 14 128.811 1,391 25,669 2, 150 it
28,395 415 6,454 1,934 2,51 2, 6 3
[,38. * 170 5 3 4
3,11 (* 236 377 10:
791,948 19,46, 85.377 52,47, 5,038 a8, 1,00 3,5
129,429 1,46 47,770 -3.11 25 6,455 t
63,026 2,37 219 ~9,54. 3,531 7,045 264 1.5
357,572 6,634 23,119 58.74¢ 831 12,017 18 1
223,453 8.£31 4.9 39 16, 29 1,3
17.897 203 1.3 3 s, it 244
773 21 .. 7 1
171,955 2,148 . 17,9 4,36 35, 1. 2,55
28,912 1,040 1,317 5.4 19; . a7
18.203 514 2.1 . 4.8 19; E 192
17,367 14 309 3 1.93. B 1
46,63 14 2,798 2,064 4 B 2 4
1,24 3,975 [ 1. .34 8
22,27 20 2,568 1,6 2,280 .52 7 7
26,28 1% 2,741 3.207 21 5,970 04 43
,,,,, 1,030.71 7,25 488,393 185.337 1.68! 44,571 36 2,122
21,42 22 850 2,21 13 12l 2 292
710,33, 1,97 487,545 49,4/ 650 15,146 7 176
175,861 1.62 - 320 120,58 680 502 39
Indianapolis 44,42, 1,08 253 10,80 21 A57 380
Louisvilte.. 75.70 2,30 337 1.8 968 20!
97 3 29 A J76 7
587,40, 11,62 12,652 116,20 8,98, 57,585 1,2 3.1l
47 2. 1 483 016 3! 3
410,72, 8,37 7.214 92,104 211 21.811 2 526
20, B! 1 2,681 3,434 437 ,334 14 155
.58, 24 1 1 1 973 4 2!
75,864 218 384 10.7 842 228 4 34
A3 423 2 4 78 1032 23
76.18; 1,214 1.618 4,6 224 172 1,180
59,37 054 214 1,9 4,611 560 43;
Pk 0.5 3,08 S ] e 4 g
Southwest Region_. .. __..._.._. 1.848, . 23, 20,4 1. . 2, 7.27;
. Tijew Werico 149 8 0 ) 1755 1 o
Austin, (See (f) below) 1,015,756 30,125 8.398 2,0 7 19,660 7 3,171
Cheyenne_ (Wyoming). . 20,704 4 7 5 150 3
Daltas. (See (1) beiow) 310.71 8,73 1.444 7.5 329 22417 4 0.
Denver.. 45,31 a8 12,388 2.34 583 1786 47
Little Rock 37,952 485 3 112 73 6 54 151
New Orieans, 15.480 453 3 1,27 98 A 630
Qklahoma City 355.543 7,620 439 4,43 8 16.758 1,413
Wichi 41,967 43 97 114 21 \206 287
Western Region 539, 9% 13,512 19,439 83,03 6.085 61,465 2.4 3,213
Ancharage. I ) 1 1 04 00 26
oise. . 1,93 1 132 88 2,305 71 57
Helena 89 2 6 18 1600 n
Honalul 34! 1 284 16 218 4
Los Angeles. 173,521 4,470 13,708 10.1 1,985 15.626 5.5 —~3.,088
hoenix 166! ) 400 1.1 3 1204 2 203
Portland 21,145 36 1,283 17,3 498 72 2 141
1 i Gl w1 i
Salt Lake City. - . ) i B
San anciug. - B 8,937 2,878 8.03. 510 653 —4.2 5,646
eattl (Washington) . 55,672 54 42 45,97 9 3.626 1 130
Oftfice of tnternational Operations. .. . 2,85 i1 2 2,29 473 %
Puerto Ric: I L Iy T T CLESEEERPP Y] PERRS oo
ther... 2,851 38 2 2 3,285 473 b7 D I
Undistributes
Federal lax deposits®, .. .- -
Basoline lubricating oil, and excess FICA
credits? - .-
[l fGuam_ e -
Withheld taxes of Foderal .
Clearing account for Excise taxes—avialion
fuel and oil—Air Force and Navy_.._....._l...._...__ eefeunne
Totals for states nol shown above
() California, -| 451.408 400,733 13.405 16,583 18.181 2.505 40,279 1,286 2,559
(b) llinvis. . . 9.629 326.322 8,811 7.690 94,320 2,786 25,208 35 649
{c) New York N 98,696 48,230 6! 37.928 4,933 6,983 11,116 274 1,349
{d) Ohio. .. -] 731,759 188.713 2.199 488,394 51,665 188 18,867 29 1,067
(&) Pannsyl - 1,025 473 414 15,515 27,451 63.718 930 28,562 489 1,576
(f) Texas -] 1,326,470 | 1,237,782 38,906 9,88 9,5 406 62,077 1,189 4,082

Table l.—Internal r
Continued

In thousands of dofiars.

by

and by internal revenue regions, districts, States, and other areas—

Retailers’ excise taxes

Miscellaneous excise taxes

(Y
Internal revenue regions, districts, States, and other
areas! (States represented by single districts indi- . Telephone Transpor- Use of in- Transpor-
cated in parentheses totals for otiter States shown | Diese) and and tation of | ternational | tation of
at bottom of table) special Other® Totat teletype- persons air lravel property Sugar
mator fuel writer by air tacilities by air
services
39) (40) (1) {42) @3) 44) [£1)] (46)
United States, total ._.......___..... . 39413 39 3.041,551 | 1,885,228 579,167 44,548 37.214 113,616
North-Atlantic Region 740,047 395,935 165,433 15.789 7.036 33,973
Alban 4.326 3,28 59 5 *)
1,56 473 48 | ... ¢ 1
95,915 83.13 3,032 188 72 2,535
10,034 234 1,931 3,001 382 1,350
{See (c) 4.24 1 2 *) 9 3
(Yermont). 85 12 4 {*)
- 83,381 78,90; 8 1
{See {c) helow) 5 528,02¢ 218,43
{New Hampshire) 9 23
fRhode 1sland) 7
. 339, 50 264, 85:
aryland and D.C. 73, 46, 56.
(New Jersey) . 99,1 80.21 60
(See (e) below; 107,81 89.92 167 )
{See (e) below 13,78; +36! 45 15
{Virginia)_ 42,98, 38,7 12 4
" 1.97 [ PO
. 429,79 285, 52 88,286 2.23
(Georgia. 207,601 126,928 64,939 691
fab; . 10.77 102,028 15 ™
{South Carglina). 24 301 59 5
(North Carolina). 37,35 23,10 5.943 it 2
si L 14 41 12 ('g (
(Florida).. 1258 54,02 24,33 16,701 1,04 1,580 1.738"
{Tennessee). .336 12,65; .41 61 485 14 8
Central Region_ ... ... ___..._ AlLAs3 | .827 185, 34 1222 n 1.837 1919
Cincinnatj, See (d) below, 287 515,809 21,451 604 99, 1
Cieveland. See (d) below) M213 . 61,127 53,81 64
Detroit.. (Michigan) 730 182,86 66,03
i indiana) ,852 48,17 38,42
Louisville_ 675 AL 627
Parkersburg. 1636 11,46 ,980
Midwest Region §3.226 683,088 3%8.431
Aberdes ,000 701 m
Chicago. 21064 244,52 105.657
es Moines . ,038 709 J751
argo.... 905 2 7
i 4,732 39,412 33,071
(Nebrasha). .684 63,694 61,17
Missouri)_ 796 267,088 176, 44;
868 40,984 N
{See (b) below) 140 14,365 11,
Southwest Region S 91,820 19,668 1y,
Albuquerque. (New Mexico 554 1,239 )
(Ses (f) below). 35.753 53,363 19,
(Wyoring) . _ 070 185
{See (1) below), 21,055 44,300 14,916
Denver__ {Colorada). J151 100,013 72,737
Little Rock . .. ,010 243 202
New Orleans. . (Louisiana)__ 3,455 —202,311 564
Okiahoma City. {Qklahoma). 15,046 807 .361
Wichita. __ 3.725 10,229 .085
Western Region 55,843 358,395 225,132
ncho (Alaska). 79 ,841 2,313
(Idaho). 2,171 1858 14
ta 1,430 56 94
188 | _..o.o. 134 7,112
13.132 101,012 38,406
5.760 ¢ .. 320 6
3,380 14,365 3,301
eno. .. 1,323 663 2
alt Lake City. 1,772 10,277 9
an Francisco. 23,302 158,203 130,699
oatt] 3.307 47,864 42,076
Office of Intern % s.227 2
uert - 2,248 |..
Other. 6,979 a

Undistribuf
Federal tax deposits®,

Gasaline Jubricating oil, and excess FICA credits 7

Transterred to [

Withheid taxes of Federal -
Clearing account for Excise taxes—a

and oil~Air Force and Navy.

Totals for stales not showa al

(a) California
(b} Mlinois.

c} New York
(d) Ohio_

(¢) Penn: .
(f) Texas.. __

259,215

44,078 6.323
112,019 4,453
162,229 19,502

834 9
212 15
29,649 1,303

7.674
36,436
166

5.021
6,789
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‘1 Table l.~Internal r ! by and by internal revenue regions, districts, States, and other areas— ' Table 2.—Internal r ] by and by quarters
i Continued fIn thousands of dollars]
\
In thousands of dollars.
' Quarter ended
' Miscellaneous excise taxes—Continued Source of revenue ;
« toterns) revenue reglons, districts, States, and other Sept. 30,1972 Dec, 31, 1972 Mar. 31,1973 June 30,1973
. areas! (States represented by single districts | Narcotics and Coin- Wagering taxes Private -
indicatad in parentheses; totals far gther States | marijuana operated Use tax on | Use tax on | foundations Unclassi-
shown at bottom of table) including gaming highwaymo- | civil . net Other?? ficd excise s Grand total ..o 51,642,309 47.089.275 59,924,812 79,130,803
H occupational | devices | Occupa- | Wagers | for vehicles | aircraft | investment Tax e 3
taxes tional income incame tax et imeeaaas 7.402,570 7,912,294 7,613,225 16,117,219
; “n {8) @9 (50) (51) (52) 53) (54) (55) Individual income and taxes, folal ... ... 38,988,134 33.726,205 45,921,496 57,557,881
i income tax not withheld and self- tax . 4,849,590 1,098,787 7,424,736 16 0|6 825
United States, tota! 57 7.286 376 5.553 188,517 19,293 83.879 340.181 :lnnrm‘dnl withheld and old-age disability msuvance' 3z, 50% 371 32, %73 564 3&%;2.;55 30
" H 958 350 .29
i Nurth|-MI|ntlc Region 13 2 10 509 u 266 5,170 57.46 | 92877 Unemploymen insurance.___ 294,988 174, az7 336,346 510,335
Alban . 13 —~2.674 —
) Maine) 9 it 5 al " Estate tax. 972,43 L1 1,182,318 1.052.43
| 2 1 224 1455 | —6.31 Gift tax_ N 114,124 283,466 95,202
See (c) below). 1 68 5 156 | 95,438 Excise tanes, total 4,165,085 4. m sse 3,924,307 4,308,071
See (c) bolow). 1 n 148 27 4,007 M
. (Varmont) 39 ~3 Aleohol taxes, fotal . ... ..., 1,154,436 1,318,574 1,169,619 1,506,824
) ™) ) It 727 23,45 - -
See (¢) below) .10 2 i 10 2 4,915 | ~20.38! Distitled spirits * 787,444 1,019,679 859,204 1,089,189
e ' I H ) y 23 5 . Wines, cordials, c 49,948 49.256 43,731
. (Rhode I5tand) It 15 H 2 _13 . Beer* 3zz ¥ 248,949 261,159 368,904
4 63t 57 29 4,640 64.38
2 ht b it 28 7005 Tabaceo taxes, 10180« oeoooo oo 397,689 672,566 362,737 843,959
2 2! 2,488 4,59
Philadetphia 1 9. 640 47,26 Cigarettes.. 384,965 657,639 349,768 828,648
Pittsburgh 2 (See (¢) below 2 7 2 208 3,635 Cigars 12.306 14.387 12,485 14,616
m,,m,,nd (V,,,,,,,.)__ ; & n ;g; }.407 Other. 418 540 483 636
itmington -513 .
S gz" 29 2,148 62 1,514 16,982 excise taxes, total, 1,280,869 1.407.702 1,346 691 1,360,483
Atlanta Georgia), 11 199 { 156 39 4,010
. fHan 1 * (- m 10 2023 Gasolife____......coocoreeinee 977,987 Logl 971,757 935081
South Carolja 2 76 ( % —1.9% Lubricating oil, etc 25,330 618 24,601 546
‘North Caroli 2 2 { 3 12 6. Tires (wholly of in part of rubber), inner tubes, and tread rubber. 223.382 193 7 189,451 207 478
ississippi 3 1 25 7,88 Malur vumcles chassis, bodies, par\s and aceessories . 37.385 128,263 147,584 172.370
Fiofida) 8 300 81 7.24 Oth - R 16,785 16,780 13.29% 19,114
Tennessee)_._.........| 2 1,03 —54 10 —3,84 I
Central Region H 454 1 87, 217,505 | 7309 ! Retaiters' excise taxes, total .. ... ... 89,955 91,427 3 93,786 83,204
. Cincinnati . (See (d) belaw)_ 2 18 3 485,637 | —491,351 '
. eveiand - (See Sﬂ)nmnw 1 3 16: .| 77 34,061 H Noncommercial aviation gasofine __ 3152 2,858 2.094 2,145
| Datroit... . ~ (Michigan). . _ ] g -~ 268,706 384,681 B Noncommercial avtation fuel other than gasolint 5,730 4,982 5,952 6,949
i ] ndiana), 1 7 2 328 239 Diesel and special motor fuels. . 81.071 83,589 85,739 84,073
| Louisville. .. entucky] @ 2 § 4 % -727 Other™. ... 2 feieenns 37
Parkersbur, . (Wesl Virginia)__........ 477 " N
. Midwest Rninﬁ ¢ ¢ (l.Z ?g% 144 28 R g 3,42 20,80 exciss taxes, total ... .. 792,681 655,679 838,543
" K 1% 12 131 10, 1 2,27 32 Telephone and teletypewriter exchange services. 484.872 404,881 512,330
w: 1 G 2 9 1 Transportation of persans by air 147.360 133,821 138,074
r N "y 1; 8 4 Use of international air travel facilitie 11,689 10,779 10,909
i 2 3 37 6 Tunswuuon of property hy air 102 9,279 10,163
2 8 § B4 306y 33| 3% @}  Sugar........_. 29,488 30,989 30,937
] 2 64 3 5 Narcn\lcs -nd h 113 46
. N 5 ) 6 gaming devices . 4,877 975 1,156
J See (b) below)._ 3 2. 1 1 Wlﬂellnl uxes,
A ' 33 ax 6 52; - 39 23 152
I y o Mexico). * 2 It 1 Wagers. . 728 1.1a7 1.751
J ee (f) below) 3 i 65 Use taxan b 71.997 31,476 57,581
i *) 23 ) {*) I Use tax 5.962 5,67 3.971
. N - " [ 184 ¢ 2.223 3. 52,711
21 | PO 63 H 25.230 123711 18.701
! 2 10! 1 45 : Pyl A e ¢
! 1 7 2 eXCISe LAXeS. . .iiiiicceeeciemmanmaan 449,355 28,948 196,827 —334,948
! 2 3 | :
u3 |
I i »
: )
I ]
3
ki3
3
o Q]
i 3
' Y
De Washington). 3
Lo : '
el
h Undistributed :
Federal tax deposits® . oo
Gasolmeluhnmmg aul Jand u;cau FICAcredit? | . .-
wﬂhn:ld llles of Faderal T
Clearing sccount for Excise taxes—aviation fuef '
and gil—Air Force and Navy
! Totals for states not shown above
() California.. 9 78 1 49 14,472 2,244 2,854 8,583 34,463
29 34 137 115 9,848 2.971 2,88 2,294 1,702
\ 175 10,505 4,91 27,651 55,110 75,386
3 21 3 201 10,164 395 2,769 | 485, 770 —~457,290
3 2 121 11,593 2 4,084 50,897
. 12 2 n 28 16,605 1137 3,416 2, 730 -81,202
‘ 128 129
t
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Table 3.—Internal revenue collections by sources, fiscal years 1972 and 1973

[tn thousands of datlars)

Fiscal year

Sources of revenue
1972 e 1973
Grand total, all SOurees. ...l 209,855,737 237,787,208
Corparalion income taxes, total®*__ ... ... __ ... 34,925 546
Regular . 34,916,132 19,032,707
Exempt organization business income tax ., 9.414 12,602
Individual income and employment taxes, total ... .._..........__...... 152593187 | 177193715
income tax not withheld and sell-employment tax * 1% 27,710,985 29,389,938
tacome tax withheld and Dld -age and disability msurance, tta) *¢ 122.785.357 145,236,920
Railroad retirement, total®. ... ... ... ... ... 1.072,776 1,250,859
Unemployment insurance, employers of | or mose persons at any time in each of 20 cal
more in any calendar quarter, taxed 3.2 percent on taxable portion of wages, effective January 1, "1872... P . 1,024,063 1,315,997
Eslale lax, graduated rates from 3 percent on hiest §5,000 of nel estate in excess of $60,000 exemption to 77 percent on portion over
&0 credil altowed for State death taxes. .. ... . ... 5,126,522 4,338,924
Glﬂ ln raduated rates from 2% percent on lusl $5,000 of e giits in excess of $30,000
008 000; $3,000 annuat exclusion for each donee. . ... ... .. e §36,938
Excise 1axes, 012 .o.oooioiit e 16.847,05% | 16,572,318
Alcohal taxes, total.. §,110,001 5.149.513
Distilted spirits taxes, fatal 3,760,915 3.755,516
Imported (collected by Customs, rates same as domes| 761,612 736,020
Domestic, $10.50 per prool nllan or wine gallon when by 2,958,725 2,971,278
Rectitication, 30 cen\s per proof gallon®, 183
Occnpllmnil tax
Nonhnveule manulacturevs of spirits, $25, 50, $100, per year_ ... . .. ..ieoiiioiiieea ] n 84
Rectifiers:
Less than 20,000 proof galtans, $110 per year N .
0,000 proof nllons or more, $220 per year 22
Rcllﬂ dealers in liquor or medlcmal spul(s 12,116 11,778
Wholesale liquor dealers; 3255 pi 6 696
Manulacturers of stills, $55 per yem 5 24
Seizures, penaities, etc. .. 550 738
Stills or condensers manuiactured, $77 eac 2
Wines, cordials, etc., taxes, total. .. 181,223 192,556
Imported icollected by Customs, rates same as domestic) 17,547 20,280
Domestic {Still-wines, 17 cents, & cents, $2.25 per wine g
ligueurs, cardials, $1.92)0. 150,150 167,423
Occupation laxes:
Retail dealers in wings of in wines and beer, $54 per year . 3,281 4,523
Wrolesale dealers in wines or in wines ang beer, $225 per ¥ 274 330
Beer laxes, tolal. 1,167,863 1,201,442
Imported (cotlected by Customs, rates same as donrestic) 6,539 7,897
Damestic, S9 per barrel of 31 gailons 1,157,745 1,190,086
Occupational taxes:
rewers:
Less than 500 barrels, $55 per yea - t 1
500 barrets or more, $110 per yeas - 13 15
Retait deaers in beer, $4 per year (int -| 2.873 2,761
Wholesale dealers in beer, $123 per ye . 692 682
Tabacco taxes, total . 2,207,273 2.276,951
Cigarettes, total 2,151,158 2,221,019
Small (Clas: 2,151,153 2,221,010
Large (Class R
Prepayments, 1
Cigars, total__ 54.173 53,794
Large c:gau total., .. . 52,989 49,790
Class A (Retailing at not over 214 cents each), per theusan . 93
Cllss B (Over 2Y7 cents, not over 4 cents each), ﬂ per thousand 2. - 1,822 1,947
Class € (Over & cents, not over & cents each), $4 per thousand 9 - 10.215 9,485
Class D (Qver 6 cents, not aver 8 cents each), $7 per thousand 9,275 7,93
Class E (Over 8 cents, not over 15 cents each), $10 per thousand 22,585 21,269
Class F (Over 15 cents, not over 20 cents each), $15 per thousand 916 5,121
Class G (Over 20 cents each) $20 per thousand 3. 3,683 3,954
Small ugns 75 cents per thoysand._ 1126 3.940
Prepayme 58 54
Imported cmu cigaretts, cigarette papers and cigarette lubes, (collecled by Cuslums rates same as domestic) 79 893
Miscellaneous Tobacco.
Cigarette papers and tudes, nlpels one-hall cent per 50. isbes T cent per 50
Stamp tazes on documents, other instruments, and playing cards, totat 7

Table 3.—~Internal r I

[in thousands of dollars]

by

fiscal years 1972 and 1973—Continued

Sources of revenue

Fiscal ysar 4

1972 1873
Manufacturers’ excise taxes, total [ 5,728,657 5.395,750
Gasoline, 4 conts per gallon
Lubncaung oil, etc., 6 cent: aiton; cutling oif, 3 cents per gailon 9. o 3'7;]5'1?2 3'%;'3&2
Tires (wholly of in part of rubber), inner tubes, and tread rabber: ' '
anes highway type, 10 cents per pound other, 5 cents per pound except Iaminated lires (other than type used on highway
vehicles). 1 cent per pound N 626.401 753,560
Aamer tupes, 10 cent per pourd, I 21,053 29,504
read rubber, 5 cents per pount .
Motor vehicles, chassis, bodies, parts, and accessories: 27868 0.87
Passengas automobiles, chassis, bodies, Mc 7 percent? e 563.223 —83,24
Trucks, and buses, chassis, bodies, eic., lOn L 497,138 461,35;
rts and accessories for automobiles, trucks, etc Bpmenl" 94,099 107,48
Radio and television sets, phonographs, components, elc 10 percent i

Refrigerators, freezers, air-conditioners, etc. S percent: seff-contained air
Electric, gas, and oil appliances, 5 percent®_________

Pistols and revolvers, 10 percent .

Phariograph records, 10 percent 5.

Musical 10 percent s

Sporting goods (uther than hshmg mas creels, etc.), 10 percent 8

Fishing rods, creels, elc., 10 per
Business and store machines, 10 nercen

Electric light bulbs and tubes, 10 percent 7

Firearms {(other than pistots and revolvers), shelts and cmndzes 11 per
Mechanical pencils, pen, 10 percent; lighters, 10 cenls per lighter {3} or mou

Retailers’ excise taxes, total_

Noncommercial
Noncommsicial aviati

ion gasoline, 3 cents per

uggage, ate. 10 percen

galion

ion fuel other than gasoline, 7 cents per gallon
iesel and special mnm’t‘uals 4 ceats per gallon (in some instances 2 cents per gailon

owelry, etc., 10 percenl [

urs, 10 percent .

Toilet pleplll(lan, 10 percent s,

Miscellaneaus excise taxes, total

Admissions taxes, total ¥, __

Theaters concerts, athletic contests, etc.:

Admissions, I cent for each 10 cents or major fraction thereof of the amount paid in excess of $1
Leases af boxes or seats, 10 percent of the amount for which similar accommodations are sold

Roof gardens, cabarets, etc., 10 percent o

Club dues and initiation fees, 20 percent (if dues ar fees are in excess of $10 per year) 2?
Telephone and (ele(ynawmu exchange services 10 percent; wire and equipment services, 8 percen{
Transportation of persons by air, § percent (which was increased from 5 percent eftective Jnly 1,1970)....

Transportation of property by anr,ﬁ percent

f total paid for

services, etc.

Narcotics

Coin-operated amusement devices $10 per davice, per year, bowling atleys, pool tables, etc,
Coin-operated gaming devices, $250 per device per year_ . __

Wagering taxes:
Occupational tax, $50 per year__.
Wages, 10 percent of amount wi

$20 per alley or table, per year ™

wage!
Use tax on highway vehicles weighing aver 26 000
Use tax on civil aircrait, 325 per year with an additi
cents per pound on turbine engine powered

pounds, $3 per 1,000 pounds per year (instaliment privileges permitied]
ional 2 cents per pound on nonturbine engine powered over 2,500 paun

Adullerlled butter and filled cheese (mmomd and domestic),

Firearms transfer and

process or renovated butter and imporled oleo margarine 32

+ Net investment income, 4 percent. ... .

Setf dealing, 5 percent on setf- daalzr lesser of $10,000 o7 755 percent on foundation manager__

Excess business hnldmf 5 percent
Taxable expenditures, 10

percent on fnundalmn iesser of $5,000 or 2% pen;en‘;&n toundatios

Failure to fite certain information returns, $10 per day up to a maximum of

Assessable penaities with respect to annual reports, $10 ner day up 1o 3 maximu;

Faiture to dxslnbulu income, 15 percen

charitable purposu 1 percen(nﬂ !uunﬂmnn le:

zmsa laxes ......

1
454
19
14,847
kL)

s A3t 5,553
157,218 188,517
20,375 19,293

4 12

161 179
71,885 68,965
15725 14,650
56,045 76,617
43 78

13

1

!

""""" ]

16

340,181
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Table 4.—internal revenue collections by principal sources, fiscal years 1940 through 1973

{In thousands of doliars]

Income and profits taxes
Manufac-
Fiscal year | Total internal Employment | Estate and Alcohol Tobacco furers’ All other
ended revenue Corporation Individual taxes?* gift tazes laxes® taxes* excise taxes
June 30 callections Total income and income taxes
prohits taxes?
taxes ?
[$3] @ @ [C)] ()] ) (12 {8) &) 10y
40,452 2.129,609 1,147,592 982,017 833,521 360,071 624,253 608.518 447,088 337,392
70,108 3,471,124 2,053,469 1,417,655 925,856 407,058 820,056 698,077 617,373 430,564
047 859 .006,884 4,744,083 3.262.800 1,185,362 432,540 | 1,048.517 780.982 771,902 821,682
71,386 16,298,882 9,668,956 6.629.932 1,498,705 437,496 | 1,423,646 923,857 504,746 1.274,048
21,760 33,027,802 14,766,796 18,261,005 1,738,372 511,210 | 1.618.775 988,483 503,462 1.733,655
00.388 35.061,526 16.027.213 19,034 313 1.779.177 643,055 1 2,309, 8¢ 932,145 782,511 .292,108
72,087 31,258,138 12,553,602 18,704,536 1,700,828 676.832 | 2.526,185 [ 1,165,51 922,671 427,944
08,386 28,019,756 9,676,459 .343,297 2.024,365 779,291 | 2,474,762 | 1,237.768 | 1,425,260 147,184
64,542 31,172,191 10,174,410 20,997,781 2,381,342 899,345 | 2,255,327 | 1.300.280 | 1.549,23¢ ,206.823
63.125 29.605,45] 11,553.669 18,051,822 2,476,113 796,538 | 2.210,607 | 1,321.875{ 1.771.,533 ,280,969
,957, 28.007.659 0,854,351 17,153.308 2,644,575 706,227 | 2.219.202 | 1.328,464 | 1.836,053 214,951
. 25. g 37.384,879 4,387,569 22,997,309 3,627,479 729,730 | 2,546,808 | 1,380,396 | 2.383.677 .392.7
003, 58 50,741,017 1.466.910 29.274.107 4,464,264 833.147 | 2.549,120 | 1,565.162 | 2.348.943 507,933
.686.53 54,130,732 1.594.515 32,535,217 4.718.403 891,284 | 2,780.925 | 1.654,911 | 2.862.788 647,492
.919,99, 54,360,014 1,546,322 32,813,691 5,107,623 935,121 | 2.783.012 | 1,580,228 | 2.689,133 464,859
9, 49,914,826 8,264,720 31,650,106 6,219,665 936,267 | 2,742,840 | 1,571,213 | 2,885.016 .018,866
6! 1,298,522 35.337.642 7,295,784 | 1,171,237 | 2,920,574 | 1,613,497 | 3,456,013 019,380
97 1,580,653 39,029,172 7,580,522 | 1,377,999 | 2.973.195| 1,674,050 [ 3.761,925 124,856
3.471 0,533,316 38,568,559 8,644,386 | 1,410,925 | 2.946.451 1,734,021 | 3,974,135 166,675
7 8,091,509 40,734,744 8.853,744 [ 1,352,982 | 3.002,096 | 1.806.816 | 3,958,78% 997,292
2,179,414 44,945,711 11,158,589 | 1.626.348 | 3,193.714 | 1,931,504 | 4,735,129 1,004,394
1,764,940 46,153,001 12,502,451 | 1,916,392 | 3.212,80t | 1,991.117 [ 4,896.802 .963.582
9.4 1,295,711 50.649.594 12.708,171 | 2,035,187 | 3,341,282 | 2.025.736 | 5.120,340 264,817
105,925,395 78,323,714 2,336,134 52,987,581 15,004,486 | 2,187,457 | 3,441,656 | 2,079,237 | 5,610,309 278,536
112,260,257 78,891.218 4,300,863 54,590,354 17,002,504 | 2.416.303 | 3.577.439 | 2.052,545] 6,020,543 ,299,
14,434,634 79.792,016 6,131,334 53.660.683 17,104,306 | 2,745,532 1 3,772,634 | 2.148,594 | 6,418,145 453 4
}28, 79.961 92,131,794 0,834,243 61,287,552 0,256,133 | 3,093,922 | 3.814.378 | 2.073,956 | 5.613,869 ,895,909
148,374,815 | 104,288,420 4,917,825 69,370,595 6,938,241 1 3,014,406 | 4,075,723 | 2,079,869 [ 5,478,347 4798
153,636,838 | 108,148,565 9,896,520 | 78,252,045 | r78,085.898 | 3.081.979 | 4.287.237 | 2,122,277 | 5,713,973 } r2,196.909
¢ 187,919,560 | # 135,778.052 8,337,646 | 197,440,406 33,068,657 [ 3,530.065 |+ 4,555,560 | r 2,137,585 | £ 6,501,146 | r 2,345,495
195,722,096 | 138,688,588 35,036,983 | 103,651,585 37,449,188 | 3,680,076 | 4,746,382 f 2,094,212 | 6,683,061 2,380,509
19?‘607,198 131,072,374 30.319.953 | r 100,752,421 19,918,690 | 3.784,283 1 4,800,482 | 2,206,585 |+ 6,684,799 | 3,179,585
209.855.737 3,804,732 34,925,546 | 108,879,186 43,714,001 | 5.489,959 | 5,110.001 | 2,207,273 | 5,728,657 3,801,104
237,787,204 | 164,157,315 39,045,309 | 125,112,006 52,081,709 | 4,975,862 [ 5,149.513 | 2,276,951 | 5,395.7: 3,750,104

* Less than $500.

* Revised. . -

! The receipts in the various States do not indicate the Federal tax burden of
each, since in many instances, taxes are collecled in one Stale from residents of
another State. For example, withhoiding taxes reported by emgaloyers located near
State fines may include substantial amounts withheld from salaries of employees
wio reside in neighboring States. )

*includes tax on unreisted business income of exempt organizations.

2 Collections of individual incame tax not wilhhed include old-age, Survivors,
disability, and hospita) insurance taxes on self-employment income. Estimated
separate “nalional totals for individual income tax and tor old-age, survivors,
disability, and hospital insurance taxes are shown in the text table on p, 00 and
are used in obtaining national tatals for individuat income taxes and employment
taxes in table 4, N

4 Self-employment tax and taxes imposed by the Federal Insurance Contributions
Act are applicable with respect to Guam and American Samoa. Amounts of such
taxes collecled in Guam and American Samoa are combined with similar taxes
teported for Office of internationa| Operations-Other,

Beginning with fiscal year 1957, the United States total is adjusted to exclude
withheld individual income taxes transferred to the Government of Guam in ac-
cordance with the provisions of Public Law 630, approved Aug. 1, 1950 (64 Stat.
392). This adjustment amgunted to $10.7 million for 1973,

¢ Jax payments made to banks, under the federal tax deposit system, are
included in the internal revenue collections for the period in which the Federal
tax deposit is purchased. However, such payments are not classified by internat
revenue districts (nor by tax subclasses to which excise tax payments reiale) until
the Federal tax deposit payment is applied to the taxpayer's liabilily in Lhe internal
revenue offices with tax returns.

? Represents credits llowable on income tax returns for certain gasoline and
lubricating oil tax payments and for excess payments under the Federal Insurance
Contributions Act (FICA). N

? Amounts of internal revenue taxes coflected on Puerto Rican products trans-
ported to the United States or consumed in the istand (less refunds, drawbacks,
and expenses) ave covered into the Treasury of Puerto Rica under provisions of
secs. 7652(a)(3) and 5314(a)(4) of the Internal Revenue Code of 1954, The gross
amounts are included in overall collections results {tables 1 through 4), beginning
with 1955 grass collections sre shown separately in tabie 22.

*Includes occupational tax on manutacturers of stills, rectifiers, wholesale
liquos dealers, retail dealers in liquor or medicinal spirits, non-beverage manu-
facturers of spirits and stills or condensers manufactured.

1 includes seizures, penalties, stc,

U fncludes occupational taxes on wholesale and retail dealers in wines, or in
wines and beer.

12 Includes occupational taxes on brewers and wholesale and retail beer deaiers.

* Includes taxes on domestically produced cigarette papers and cigarette tubes:
taxes.collected by Customs on imported cigars, cigareties, cigaratie papers and
ci{mne tubes; and miscellaneous tobacco collections.

“ Includes taxes an passenger automobiles and light trucks which were repeated
Decomber 11, 1971 under Lhe Revenue Act of 1971; and parts and accessories for
automobiles, repealed January 1, 1966 by Public Law 89-44; and parts and ac-
cessories for trucks, etc. 5

'Fincludes taxes on fishing equipment, pistols and revolvers, other firearms,
#nd shells and cartridges. Aiso, taxes on the following items which were repealed
by Public Law 83-44: phonograph records, musical instruments; business and
store machines; mechanical pencits, pens and lighters; radio and television sats,
phonographs, components, etc.; refrigerators, freszers, air-conditioners, etc.:
electric, gas and ail appliances; olher sporting goods; electric light bulbs and
tubes; and matches. . N

T includes 12xes on luggage, furs, jewelry, and toilet preparations; repealed
efective tune 22, 1965 (Publtc Law 89-44).

* Includes foreign insurance, adulterated butter and filled cheese (imported and
dumestic), process or renavated butter and imported alcomargarine; interest
equalization; firearms transfer and occupational taxes; and private foundations
{sell deafing, excess business halding, taxable expenditures, failura to file certain
intormation returns, assessable penaities with respect to annual reports, failure
to distribute incoma and investmenis which jeopardize charitabte putpose). Also,
taxeson the follawing items which were repealed by Public Law 89-44: admissions
ticket brakers; lesses, eic., boxes and seats; roof gardens, cabarets, etc.; box

office sales-excluding over-price; club dues, etc.; documentary stamp taxes, etc.;
coin operated amusement devices; and bowling alleys, pool tables, etc.
_ 3 Corporation income tax rates: Eftective January 1, 1965, first $25,000 of net
income normal tax of 22 percent; netincome in excess of $25,000 combined normal

528-468 O - 73 - 10

and surtas of 48 percent. Norma tax and surtax also apply to net income derived
by certain exempt organizations from unrelated trade or husiness, Effective
January 1, 1968, a 10 percent per annum surcharge was added 1o the tax, (Public
Law 90-364). The 10 percent per annum surcharge was extended 10 December 31,
1969, by Public Law 91-53 and then extended to June 30, 1970 by Public Law
91-172 at 3 5 percent annual rate.

* Rates of tax are as follows: Individual incoma tax: Effective January 1, 1985,
graduated rates from 14 percent on taxable income nol aver $500 to 70 perceni on
amounts of taxable income over $100,000. Inciudes old-age, survivors, disability,
and hospital insurance taxes on self-employment income, The 10 percant per
annum surcharge added by Public Low 90-364, effective April 1, 1968, for indi-
viduals, was extended to December 31, 1969, at the same annual rale (Publlc
Law 91'—5.;{) and then extended to June 36. 1870 (Public Law $1-172) at 2 5 percent
annual rate,

% Rates of tax are as follows: income Tax gradusted withholding in excess of
exemptions: Public Law 89-363, effective July 1, 1967, 14 to 33 percent-Public
Law 91-172, effective January 1, 1970, 14 1o 25 percent. Old-age, survivors, dis-
ability and hospital insurance taxes on salasies and wages up to $3,000 were sub-
jected to a FICA tax rate of 5.2 percent (4.6 percent for Social Security and 0.6
percent for hospital insurance) for calendar years 1971 and 1972, Effeclive Januar
1, 1973, the rata changed 1o 5.85 percent (4,85 percant for Social Security and 14
m.-r:lenl for hespital insurance) on wages up to gw,aoo paid by an employer 10 an
employee,

ch.,",i,“ of regular railroad retirement tax rate of 9.95 percent for calendar
year 1972 and 10.6 percent calendar year 1973, Tax applies to employers and em-
ployees imposed on taxable partion of wagas (limited to first $750 af monthly
taxable compensation for 1972 and $900 for 1973). Also includes supplemental
tax on or 4 paid to and on income of each
employee representative for compensstion received; at the following rates: 2
cents per man-hour November 1, 1965 (hmng]h March 31, 1970: § cents per man-
fhour Agril 1, 1970 through June 30, 1970; 7 cents par man-hour Juty 1, 1970
through Becember 31, 1970; 6 cents per man-hour January 1, 1971 through june
30, 1972, 7.5 cents per man-hour alter July 1, 1972, Thereafter, emptoyer and em-
ployee representative will be notified of the tax rate applicable for the quarier by
the Railroad Retirement Board (P.L. 91-215). Further includes railtroad employees
representative tax, 19.9 pescent for calendar year 1972 and 21.2 percent for calendar
year 1973 on taxable portion of wages.

2! Issues and transfers of stocks and bonds, repealed, eftective January I, 1966.
Oeeds of conveyances; $100 to $500, 55 cents: each addilionsl $500 or {ractian
thereof. 55 cents; repealed effective January 1, 1968,

) Cutting oil. Automobile parts and accessories {except {ruck parts), rapesied
eftective January 1, 1966, (Public Law 8944),

™ Taxes on passenger automobiles and fight trucks repealed Decomber 11,
1971 under the Revenue Act of 1971.

5 Repealed, effective June 22, 1965 (Public Law 89-43),

i i 1965, refrigerators and freezers,

2% Air conditioners, repealed, effective M: 3
repealed, alfective Juna 22, 1965 (Public Law 89-44),

27 Repeaied, effective Jlnulrg 1, 1966 (Public Law 89-44),

% Repeated, effective noon, December 31, 1965 (Public Law 39-44).

* This tax was continued 21 10 percent by joint resolutian (Public Law 90-285),
2nd the Revenue and Expanditure Cantrol Act of June 28, 1968 (Public Law 90-364),
which extended this rate through December 31, 1968. This rate was further ex-
tended, to December 31, 1972 by Public Law 91~614, Effective Janusry 1,1973, the
rate was reduced to 9 percent,

2° Narcotics, | cent per ounce: narcotics order blanks, $ per hundred. Mari-
huana, $1 per oune ihuana arder blanks, 2 cents each. Amounts shown also
inglude accup: 2) taxes levied on manufacturers, deslers, and practitioners,
Repealed, sifectiva May 1, 1971 (Pyblic Law 91-513),

3 Repealed, effective July 1, 1965 (Public Law §3-44),

2 Adulterated bulter, 10 cents per pound. Process or renavaled butler, % cent
per pound. Domestic filted cheese, 1 cent per pound. Imported filled cheese, 8
cents per pound. tmported adulterated butter and oleomargarine, 15 cents per
pound. Occupational taxes are levied on manutacturers or dealers in these products
and are included in the amounts shown. .

3 Transfers of machine guns, short-barreled lirearms, silencers, stc., $200 each;
certain guns with combination shotguns and rifle barreis, and other special types of
firearms, $5 each. Occupational taxes are fevied on manufacturers, importers, ar
dealers in firearms and are included in the amounts shown.

¢ Negative figures (exctuding unapplied collections) stem primarily from floar
;;us:sk credits taken on certain taxes repealed by the Excise Tax Reduction Act of

-
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1 . Table 5.—~Internal revenue refunds mcludlng interest ) A
; e Table 6.—internal revenue refunds issued by regions, districts, States and other areas
Al {In Thousands of doltars)
Lo
‘" ! individuat income and Internal revenue regians, districts, States a Individustincome and
] Internal revenue regions, district, States and other | employment taxes : " e sreas o nd other . i emplayment taxes
. . aress " " . i i i
' g Totat! income ) Estate Git Excise (States represented by single disticts indicated in | " facome Excessive Other Estate Gt Excise
{States represented by single districts indicated in Excessive Other * parentheses; total tor other States shown at bot- prepayments?
p:ml;llh)nu;tnuuwom« States shown at bottom prepayment? tom of table)
of table;
o U] @ €] [0} ® ® @ S @ @ ® ® ® 4}
United States, total......_.o_eeeee.......
‘ United States, total. 3,013,025 | 21,442,508 969,820 62,057 3,403 314,07 nitedates, fo 63,173,684 75100 6108835 1686402 16.345 2.426 85282
! 9,652,581 49,561 9,340,288 248,424 2.8 03 11,018
¢ North-Attantic Region 427, 932,949 3,366, 587 82.873 15,930 1,027 a8 L U Abany..ooo_. belo, .
; ‘Albany.. oo (¢} boiow). oo 183,863 "ug 1817528 §ih 7 1 284 s Gy bolow). bR 2 g 348 ] L4 4
i Augusta. Maine), 97,693 1% 87,498 8l i ostan J 1e0m 12,371 | 1,865, 4zl 41816 536 [ 733
] Boston. 763,957 101,866 643,039 13,863 2,28 7! 2,7 rooklyn (See (c) below) 2,095,823 583 2.038.2 50643 517 o 737
Brooklyn. See (c) below). 852,769 81,745 751,071 11,836 1,46 6 6,51 Buftalo._ (See (c) betow) . 5 7,449 1437 150 33,562 3l 67 7
h Bufiato, Seo () below) 593,808 63,520 518,154 769 54 14 2,3 i '140,010 ’ "134,430 4,795 3 7
i Vermont) Lo 32 39,209 . g}g . e Hartford. 1,002,274 784 965,949 26,857 ! 51 1
E i . § ¥ 2 -
Soe (c) below).. 1,195,530 575,735 574,812 29,638 6,685 68 7.8 v Lo 1 il LAt 61336 ot 103 6,560
) aw \836 79, A51 49 2 Providence 33153 ‘970 323,061 1307 5 8 2
Rhode tsland). 112,215 ,220 100,328 450 04 4 1 Mid-Atiantic & 337,99 3041 | 9102617 191.831 173 n 6,966
! 623,207 5361 | 3,179,889 56,874 4,981 3 4. Battimor 669,595 7,548 | 1,6251140 35,5 "3 68 "960
Do 1333 1959 595,492 1825 12 6,3 Newark. (New Jersay) 923 325 | 2,28805m 21 53 82 1,255
942,476 1899 827,592 1,411 1,50 20,0 Philadel (See (e) belo 135,078 235 22902 52,0 I 7 2.7
I 38,97 1088 791,768 21,266 1 15,705 Pittsburgh (Gee (© below) 139,206 o6 | 17350477 2.3 204 7 7
22, 26! R} 453,111 413 14 Richmond _...__ """ (Virginia)_......... 0 456,338 1995 1,417,738 1, 1 8
i 511,44 X 435,003 1908 2,7 Wiimi ngton 179,657 31 "173,579 4
i 78,10 A 1883 1053 3 1 493 Region 8,429,877 27268 | 8141220 48] 1.62 2 5
¢ 2.592.71 202.4 2,308,734 56,006 ? 2 17,651 . Atlanta Georgia) 1,360,355 733 | 13140368 3 ‘2 I,
. Gaorgia). 453184 2 A0 92 6,57 imi 897,337 1785 870, z 1 '
; 263.06 1 41,384 .29 54 6 Columbia. . South Carolina)_. 753,935 436 731,297 19, 1 4 04
(South Carolina 212,64 N} 89,933 398 3 Greenshorg North Caralina)__ 1,509,47, 167 1,482,341 40, 3 2 7
| | North Caroli :gg ° g 7 ggt]s glz)g 6 7.; Jac o0 n‘ d ippi) 03,770 2 485, 15, 1 6
' K . . ) Jacksonville. 01ida). .o nee el ,180,763 R
' . Florida) 751,811 ,104 ,780 a4.114 4, 9. L& Nashville } 1224,244 ! ‘?8 f ?gn ¥ ;f 7' i U; L 55
. ‘ i Tenness 358.950 0! 271 291 3 Central Region 018,372 7329 | 873819 189,64 1 2 5,871
3.650.571 387,7. 3,166,042 51,501 7,184 P 37.891 Cincinnati_ (See (d) below)_ 1426, 662 7.824 1,387,544 00 "284 95
P! See (d) below). . L10. 569,904 '8 474,29 1380 1 7 3.265 Cleveland. 137,919 9,88 | 1,918,742 ! 1.20
| fovolant See (d) below). 828,45 1158 99060 10,550 1 1,921 "Detroit /781,010 1504 | 2)672.52 4,874 1,53
etrait, ich 1,251.37 131.0, 1,005,953 16,257 1, .98 : tndianapoifs. .71 559,015 4,05 1 1518673 7% 1,24
, fans ndiana) 51T 34,91 }1609 1367 2,804 X Loujsville, (Kentucky} 843,775 2,59, 30 129 '60:
Louisville.. 4y). . 267,97, Pt 47,320 656 82 1,762 Parkersburg____ 2" (West Virginia)....._... 479,991 1,4b; 468,204 2951 32
! (West Virginia). 222200 161,15 i 47 21 181 1 854975 4,85 8,515,655 279,418 3,14 36 7.535
i 3,408,578 389.613 2,915,943 .009 7,487 3 2.4 g South Dakota)_. . 159,934 771 149253 1556 g
0 Sauth Dakota).. 45,317 ,258 40,911 983 9 7 See (b) below) 2,757,634 13,90! 2,672,698 3 88; 1 1.717
po See (b) below) 1,218,827 167,174 018,757 24,485 2,774 17 5.45¢ lowa). . 741173 3,44 686 764 42 !
: . owa). 244,534 18,833 218,109 1368 587 1 2 North D: 147608 ‘53 36372 39 7
. North Dakata), 11227 42,444 098 39,500 S 125 23 1,325.094 7.14 1,276,868 85, 1177
: isconsi 465,380 43,034 412,567 1100 711 5 913 ‘210740 229 ‘386568 o ‘558
L ebrask 138,183 407 .06 1560 569 523 (Missouri 1,353,743 . 873 1,304,385 6 15 1.219
[ Missouri). 504,887 .794 852 745 1,311 2 11,082 i 1,126,052 5026 1,086,924 1 20 '$38
h; i 451,457 963 7,385 9,322 ] 5 1,28 See (b) below).. 832,995 2957 '802,301 23 34 9
pos See (b) below)..... 293,879 052 .86 4,851 182 54 1.3 7.255.185 30.607 | 6,988,245 222478 1 383 11.55
L i z.m.xg: 2 ﬂg 2 L:,Ié% sz.m3 6.438 !l} 7. ~ (Now Menico) "300,736 ‘997 91,356 097 : 18
ew Mexico). .. B 3 B f) bel
iJ ee (1) below). 630,77 89,458 575,219 21945 1,824 64 2,206 Svemmar Lo i S a 113 .10
| \514 ,303 30,653 483 1 20 {See ) below)_. 1207 1,392,929 6,34, 1,236,262 47, 38 7 2,2
v oe (1) befow).._.__| 479,973 60,432 400,415 14,982 1,138 a7 2,959 758.2; 2,85 733,923 16 3 "agy
lorado 278,436 ,952 253,876 ,369 23 1 205 (Arkansas). 4301 2,08 72,985 50 104 1 451
s an 137,872 464 123,845 079 21 5 249 {Louisian: 941,763 4,030 11,408 25,13 161 4 993
o Louisians) 316,621 752 281,116 380 998 7 33 N (Oklahoma) 701 4 2,963 75,485 8 229 t 776
) t?‘kllhur)nl 23 ,m g 2 :g g%g E i l.:;g h} gz!‘! i ansas). . 609.9: 3.022 82,910 e 274 3 552
ANsas,; . g B g Regit .
; o aan asey e Wi 2.8 o 10,56 Western Region B m,ng;.'é sz ) :‘4’:9% 2 s 47 6.5
! faske) 2061 1540 51,251 194 1t i ise (Idaho) 2015 1,140 97,000 X €0 1 284
: daho). 70,872 739 60,815 15 72 12 1 4 vlena. 196,2: 1,428 85,395 . 78 1 21
a1 60,198 131 5,743 1083 209 7 1 onoluiy (Hawaii). 269.2 1.533 61,605 X 43 8
Honolulu_ * (Hawaii) 113,004 13,840 87111 878 119 1 i (See (2} below). .. . 4,022.4 15,671 3.904.78 98, 1419 18 1,80
X Los Angeles. ee (2) below). ..., 2,165,714 221,931 1,893, 40,182 5,066 380 4.9 (Arizona). 600 2,135 20,146 17.354 174 3 24
¢ hoenix Arizona) 234,489 12,587 215,932 . 617 " i (Oregon) 735664 8203 05,472 2 168 i
| Portiand 271,694 36,246 227,995 1532 548 7 3 i 1839 ‘812 187.€96 2 i
b (el 412 798 o 15 3 k Y 33313 3 323,099 . b
o 1253455 10593 | 1,133,962 25.581 4,002 a8t 3,188 ; s V| el 3 1.002 2 2.02
) l 10,291 ETWE] 386,093 10,199 1,130 7 1,123 i 167691 77 "148.051 19 10 5
! ot 11 maml Em) el el w8 I
to Rico . : | i .
De 1 fuetts o 518 08 M i H 130.65 409 121, ,29) 2 io 4
Gasoline, Lubricating oil and excess FICA credits., 621.405 478,856 142,55
} f Bureau of Customs. 308 1 Totals for States not shown above
Th ’
: Total for States nct shown above 1 srmam 25,264 170859 2,421 328 3.82
; | pe| ke sl iE B
- . . ! 491 1,736 227
() Calitornia 3,439,233 327,865 | 3,027,25 66.163 m 8,108 .
! ((n) Hinois.. 1312708 o | 128503 .48 3 556 B S : (&) Pennsylvania . 3,735.‘251') 1.8 at &0 s n
<) Now Yori 836, B 025, X . g X
! (@) Ohio.... 11388.357 975612 | 11336 19530 i 122 51186 ) Fexas...... | 3man M| 3.223.33 1035 58 18 7.9
R (¢) Pennsylva 1,461,243 170,59 1,243,879 26.679 91 17,112
f ) Tesas.. J o viels 9,891 | o7s 6 3,527 282 w 5.165 ot of 76,863 undelivera bie refund checks.
! Figures have not been reduced to reflect seimbursements fram the Federal Gld Age and Survivors, Federal Disability, and Federa! Hospital insurance Trust Funds
lmnnnllnl to $478,856,000; from the Highway Trust Fund amounting to $146,373,000; and from the Uncmplnymenl Teust Fund amounting to $20,820,963.
1 ?Netof 75,569 undalivesable checks totaling $18,209,000. B
H ¥ ncludes credits for excess Social Security payments under the fenml tnsuranca Contributions Act (FICA) of $478,856,000,
Y * Includes credits for cerlain gasoline and lubnulnu oil tax payments.
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| L Table 7.—Number of returns filed, by Internal Revenue regions, districts, States, and other areas. Table-8.—Internal , Costs, s, and U, S. Pop 1344 through 1973
(.
' Declaration " | Number of empioyees
{ Inhmal revenue regions, districts, States and other oF esti- . y Operating " Cost of Population Tax
sreas (States represented by single districts in~ Individusl | Corporation] Partner- | mated tax | Employment | Estate Gift Excise Fiscal Year cost Collections collecting [ (Thousands) per .
L ' dicated :u‘:unn;m totals for other States | Tqtal income tax |income tax [  ship and al taxes tax tax taxes 3100 capita Totat Nal';?cn:l Field
N lom of Lig
P L hownd i o @ @ w ® ® @ ®
f ; taxes?

( m @ ® @ © ® o ® ® 129,941,848 | 40,121, 760,233 0.32 138,916 288.82 4617 4213 41,898
o R smEsl ot mel mel oswl e
| ! 795, X ¥ I} 141, 286, 59! 5144 54,543
Py United States, totl. .. oc..eennene. 116.940,404 | 78,957,837 { 1,945,534 | 1,043,404 | 9.018.954 | 23,999,458 | 201,975 | 243,885 § 1,488,347 fg??;f%ﬁ 2%;22 éﬁg;;é # i 738 25 5 i e
b lantic Region. 27 042, X 02 .07 [ 3730634 [ 3,415 187 ) X X 47, 4 7481

; N e Retlon. e e onss | oani | s3] w01 Ll 7| Ve | Bin 1.1 209,205,715 | 40.463, 125,019 152 145,767 270,17 52,266 4554 702

. ne) 1877 ) X K a2, 121,746 714

o zi? 5 30! 73444 et ,29, e s.?g i ,;u 230,408,200 | 38,957,131, 768 .59 152,271 255,84 55,551 .303 51,248
. See (c; befow) 383 05770 | 3230 a | s | oo 32699 25,869,538 | 50,445, 686,315 .49 154,878 32571 57,795 1030 3
~ (Sen (c) below)_ 2 3,016 | 11304 | 185729 | a33esa | 5217 31,806 271,872,192 £5.005,545.560 .42 157,553 41262 55370 842 51528
i 834 9 J664 65,482 448 w914 ,590,806 1 69, 686, 535, 389 .38 160,184 53,463 1834
] - 2 ‘ag2 | 327382 | 196088 895 | 3,708 19601 268,969,107 [ 69,919,990, 751 .38 163,026 426.89 51,411 1707 48704
¢ o8 (c) below 3 9 2] 0.651 | 8,867 .
. fuw(m’ d 1 ,§% 5 Iagsg 3% 675 9;3,543 g ",23’1’ 834,278 |  66,288,692,000 .42 165,931 399,54 50,890 675 48,215
{ Rhode Isiand). 3 175 X 41,223 5,944 13 520 75,112,649, 000 .40 168,903 Pt 50,682 583 48,
‘ 12,1831 208.908 | 83877 fassisr | 3250618 ) 26660 17312 305,537,814 [ 80. 171,971,000 .38 171,988 465.1 51,3654 1602 48,762
i {Marytand & D 2,819°0, 131 ,603 | 218,283 | 536,238 778 24,885 337,428,783 | 79,978, 476, 484 .42 174,882 457.3 50,816 8 48,178
i Newark (Now Jersey) A48 992033 | 117684 ; 39,997 | msa.se7 | 922 8367 355,469,228 | 79,757,972.806 .44 177,830 418.7 50,2 1633 7,567
C Pt (S2a (0 blows Lomos | fupsd | RiR| S| mell Big| ey i
ittsb e (6) below 2,3 1643, . , X ; . ¥
L 1 (e te) arerd e Wl aak| e & i ] Frrge s .40 180,671 50,199 1702 47,497
Wiimington 176 223225 518 1 30,599 71,875 1677 413,295, 23g 94,401, .44 183,691 031 50,643
v ketion 16.002.037 [ 106281178 | 2097119 | 122,050 | 10957511 | 3,6817438 196,095 . 50,980, 42 8 s s 45 186, 538 1 357 53,153
! ; iy 27503437 750 847 | 17806 | 147,150 | 5997039 30557 105,925, 395, 281 .47 189,242 59,485 1562 55,924
v 1,638,376 | 1,105,560 1406 .32 | 89078 | 386,894 210109 549 ssz i 112,260,257.115 149 191,889 59,357 1753 55,604
.o aroling, 1.359.732 1054 1679 \530 [ 75458 | 311am 1356
R arolina, 2,767,479 | 1,883,057 316 | 19557 | 1630959 | 6i9i7ss 32,851 597,387,471 | 114,434 s .52 194,303 60,360 790 7
C ppi)... 999407 6,452 181 10.85; 55,131 253,424 | 17,781 624,861,929 .48 196, 560 61,689 816 57,813
i (Florida 4,579.3 895385 35,933 | 431,074 | 10380420 | 1 46,811 £67.080. 295 45 188,712 85,122 1060 61,062
i f (Tennesses) 27170000 2,184 152,910 4,427 | 17895 128, 472,455 64 26,630 o 304 46 200,706 65,177 938 61,238

i < o 15.712.905 | 1043184 | zia'set | 131 7 L1002 | 2900131 | 2 22709 758,785,475 40 202,677 64,507 1037 60,470

. e (d) belowj____. 0. . 180,024 . 4 5 450, .
o [ $¢ below), 358 I ‘_%‘s'; {;,93 gs,:zz 612,320 1 5,144 f 184 ga6. 158,162 | 195,722,056, 400 0.45 204.879 68,08 4,356 63,742
‘ it 271851 ] 39028 35 o 981,065,297 | 191'647, 198138 0.51 + 207,045 62,987 4521 .
P 27118 1957 312 50 | 217756 | 204381 | 499736 | 5l4is | 5166 | 400778 112 30, 43| 208.855.736.878 0.53 *208.842 74,086 4,823 69,263
. R 098385 ‘119 s | Sogus g | w7 il 19708 1,162,009,945 | 237,787,173, 138 0.48 210 71,846 5,046 66,800
. 839.9; 75,756 1554 626 1 5540 | 173, % | 13 12,494
' 16.523955 | 11475007 | 261339 | 151 943,825 | 3378468 | 38455 | 40659 | 234622 © Revised
: 373,35 38,595 .04, ,692 25,403 91,276 1064 17 .009 eised.
, . 4,655,214 | 3.383435 | 7885 45,466 | 251651 | e3siass | 90336 | 10070 37,311 -
owa) 1.596.814 | 1,064,102 | 235 18,950 9,063 | 364,2 RETE INT; 27,007
v North Dakota) 355,280 227,778 165 116 a3 86.270 | 1,161 | 1015 1683
i 2,861,805 | 1,716,980 |  a2.04 19,007 | 132,268 | 497,399 | slis6 ) .33 42,708 !
! 149 sa0 | iaaos | 17ss 876 | 204389 | 3059 [ 394 13,599 ) .
i issouri), 2,531,886 | 17330067 | aaloss | 21 127,764 | 555,539 1 3.861 | 595 39854 !
{ 2073072 | 1a3eer | 32008 13,025 | 148,858 1 201,260 {1 4547 | 3.860) 31307
[ 1,570,699 | 1,085.4 16.60. 16.,40: 74,543 | a9 40 | 31359 | 207104 I
¢ 3 on W 9,292 24568 | 174676 | 930,902 | -3,202 2761 | 30631 | 1247416 '
/ nlnuuuumue ....... New Mexico)... ... .. 605,20 432,673 ,60; , 30,458 120,113 526 7! :
Ausi n(l) halnm 3.612,929 | 2,433)527 | 4784 16,665 211 79068 | 459|853 5
J 223,508 41,634 4,13 1634 468 53,321 4 4 ]
tr 2,794.509 | 1.74398 43,020 48033 | 198085 | eozs81 | 4 R 5 '
Lk 1,417,008 52,44 28789 | 18140 | 108065 | 288082 01 o4 1 ¢
J 1,001,574 52,70 14,837 | 10,202 22| 43004 |1 107 ! #
' 1.760,151 | 1,186.07 32,045 [ 14895 ¥ 412,483 48 3 I
' 1,402,709 28,02 21,44 16,052 07,871 591 700 2 o+
1,294,871 841,50 18,74 13128 23,479 14 125 20, T
18577102 | 12.703°273 | 250802 | 2130622 | 1.3 3.720.193 | 30, 32780 239647 -
Lot 163,079 10,41 84 .803 K 33,330 07 0! 4,976 .
i 430,339 75, 61 129 6,041 668 i 10,207
430,071 72, 124 1404 4| 10200 | 100 1.8 11,033
| 452,075 13,106 10,884 47 264 5,573 1361 1080
7,051,870 | 4,840’54 85,64 86,698 | 497011 | 1354848 | 11,215 10200 | 65712
1,085,340 45,56; 16.2 1747 s oo | v | zas| 12046 !
1,381,495 23,52 2.3 16,260 { 104928 ( 283733 | 20184 | 20554 | 25078 :
335,711 233, 30% 147 1199 Wil 64,551 44 00 1694 ¢
ta 577,429 98,87: 10,59 1664 883 117,267 6151 12321 11300
b i See (2) beiow). 4,738,427 | 3,186.25 51,57 52,235 382, 980377 | 9375 &6 | 62,750
Seattle. ... i 1,935:266 | 1.303.1 & 20,075 | 148, 402419 [ 3,051 29681} .25.440
) 513.013 363,51 721 ws| 3 160,016 527 454
| 237,142 73,18 47 101 10606 | 152.452 18 49 245
De Other. .8 | 25,321 2,243 2, 7,564 509 451 209
. -
\ Totats for States not shown above g
Th |
(o) Catitonia. 11,786,207 | 8,126,796 [ 137,204 | 138,933 | 879.906 | 2.335.221 | 20.590 | 19,175 128,452 :
, (b) ilino 6.225.913 | 4478918 | 95452 | el.ent{ 326,19 { L.17a.a19 | 137876 | 1a'088 7.415 £
! {63 New var 10500738 | 106400 | 02634 | woness | @5t | 2036979 | 25y i 2mioss m 723
(d) Ohio..... 4139983 | g5 36,355 | 468,740 | 1062323 | 90139 | “ele22 | es.509
(@) Pennayiv s m 75 44573 | 19318 9.238 | 537,936 [ 1.178955 | 8366 | 9.346 | 67644

; (1) Texts.... 6.407.438 { 4.177.510 | 90,857 [ 94638 | 422,377 ) 1m0 | 8787 | 1533 ( 13153 C e

l ! Includes estimated tax declarations not avaifable by districts.

H 2Includes Forms 7004, 7005, tentative 11201 and M, and Forms 990, 990C, 390P, and 930T not avaitable by districts.

h includes Forms 4638 not available by districts.
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Table 9.—Number of returns ined by class of tax and by Internal Revenue regions, :iistvicts, and other areas i

Table 10.—Additional tax and Ities r d after audit examination by class of tax, and by internal Revenue
. . regions, districts, and other areas .
Region, service center, Individua Corpara- B Employ- Exempt !
and district Total tion Estate Gift Excise ment organi- .
tiduciary ation : Region, service center, Individual | Corpora- N . Employ- Exempt
’ and district Total and tion Estate Gift Excise ment argani-
fiduciary zation
Tatal 1770970 | 5.208,589 | 121882 40,399 3.3%7 96,620 71.004 23.640 ,
North-Atiantic [ 77 I 320679 | 269,137 211128 6,425 L 7.696 6.898 7.964
Mid-Atlanti 21713 173,714 16.477 4,001 916 8.30. 6.637 2.167 : Total 5,008,432 | 1,121.853 | 3.068.3%0 620.252 0,04 85,975 s 13.314
23,430 192,746 16,525 4.028 918 14.70¢ 12,146 2,361 North-Atlantic . 1111 ITI T 824,386 153,168 503.68% 93, 688 52 15,133 698
entral 217106 171,013 17.487 5,357 1.295 12,26 7.248 2,397 £, Mid-Atlanti 688,753 16 1429 51,487 4,62
idwest 245,165 180,433 21.379 8,235 1516 12.13 13.415 400 T 567.217 188158 | 292977 60,463 7.04
206,855 155194 11,503 4514 1477 211140 10.905 2,042 entral 638,027 116,542 24502 49,003 5.06;
Western 303.976 | 248.096 16,938 7.425 1328 15,21 12,358 2615 { Midwest 96,262 1374 | eer.741 79635 5.69)
Operations 20,986 18,691 455 51 16 13 1397 a7 417,980 126,233 135,712 80456 42,92
North-Atlantic Reglon: t estern 994,324 229,814 536,941 199.567 .79
Atbany. 14,745 12,408 517 48¢ 8l 757 493 8 - y i 40,983 18,047 15.812 5.853 2
Augusta, 352 4,607 13 14 506 577 14 North-Atlantic Region:
oston 43,767 32,704, 9,024 1,22 208 2,264 1,009 2,338 ' Albany. 63,442 6,224 54,078 2,701 129
roohiyn 81,095 76,192 1,662 1,031 155 0; 1,114 38 ! ugusta . 6.222 .350 1,891 1,522 1
ufiala 40128 33314 2,657 94 292 1.244 1,044 135 1 oston e 28,961 108,456 21,754 725
Burli 07 4,217 181 5 2 10, 47 1 H rooklyn 65,151 43,083 11,602 6,765 802
artford 27,338 23,447 1.612 94 177 40 02 54 ' 87,864 15.948 61,559 8,367 473
83.032 69,206 3,888 1,45 408 1,208 1,501 5,371 825 1,97 .208
Por 5,891 4,969 535 104 19 24 3 i artiord 120,654 9,856 82,008 21,231 A
8,624 7,580 553 1 15 27 8 2 273,683 80156 159,431 16,962 4,04
Mid-Attantic Region: [ ,868 1,856 B 3 4 B
imore 4742 5,140 4,250 190 1.15 1,09 1,182 Provid N 28,252 2,728 17,816 7,595 2 £
49,446 510 2.785 1,39; 250 2,05 137! 83 . Mid-Atlantic Region-
P i 45,676 7,539 2,818 157 2,06; 1,36€ 851 T Baltimore 125,695 41,705 67,464 10,226 2 1,270
Pittsburgh, 2 1,770 2, 4 1,16 1 16 Newark 9.868 26.481 24,954 12,184 66! 3,875
Richmend. 35,108 8,497 ? 43 iz 1,60 1,57 32 Phi 314.318 35.507 266,779 \874 1.63
Wilmington 847 7,818 1,327 & 8 21 323 3 Pi 89,852 1.3 62,60 13,456 1,70 01
Southeast Region: 1 Richmond 6,038 17,015 41,832 1490 22, 66
Atlanta. 42,537 821 2,778 38 124 ERITY 1.90 2.128 Wilmingtan 2,982 3,685 16,794 \237 15 142
irmi z 24,832 373 1,156 103 1,633 1.28 35 Southeast Region:
olumbia 22,002 ,298 1, 1,385 4! 2 Atianta. 76,073 20,174 42,918 7.297 388 4,033
41,117 060 3.597 164 2,681 2,025 | 1 i 719 21,821 17,564 4,552 3 1,131
ackson 20,477 13 120 571 124 | Columbia 889 8,109 15,260 144 1351
i £0.292 6,693 5,107 1,64 250 3,839 2,64 115 169 17,237 73,566 1262 382 14
.mm-i 2,133 25,818 2,228 9 120 1,353 1,98 Jackson '906 g, 1535 g;; 5 4‘0 s 7
Central Region: i 176,679 73,583 61,438 31, A 14
Cincinnati 29,017 886 2,761 782 188 1,837 1,46 1,003 Nashville. 123,255 37,341 73,69 168 2.0 68
Cleveland, 49,320 1422 4,25 1.169 45l 2.830 1.43 17 Central Region-
Detroit - 12,918 040 4,398 1,24 32 3.025 1.38 512 Cincinnati 979 12.582 38,906 4,369 7 ]
i i 33.3% 160 2,637 1,307 17, 2,898 1,10 “ : levetand 150,736 71,94 10,6 233 1,324 7.625
Louisville . 22,810 ) 2,261 4 £9 1,279 L8 3 Detroit 275,721 35,855 | 203,156 18,479 956 14,654
L 1655 7,182 1,155 1 5 400 ) - f i "946 26,393 0. 10,560 1,993 2,622
Midwest Region: ouisvilte. 970 13,127 25,711 376 U8 8
berdeen 467 264 282 1 1 65 35 8 1675 1638 1550 ,000 183 s
Chicago 80.05 60,809 7,083 2,649 40 5.120 2,477 1,46 Midwest Region:
s Moines 22, 15,242 1.346 6 it 1,798 2,6M 37 { Aberdsen 586 457 1,893 [N Fid
argo .31 1928 95 5 341 42 hicago 356,212 43,815 | 269,551 26,363 . 2,570 2,174
29,93 867 2,609 0, 2.3%2 LI 152 es Moines. 45,801 538 30,480 5,074 580 316
maha 15,55 ,281 1,179 3 15 1,433 172 26 argo 4,428 34 977 95 257 4l
. Louis. 43634 1220 5, 998 18 3,403 2.22 1,312 iiwaukee. 82,408 1.7 57,674 5,563 451 1,18
1. Paul 26,392 o4 1,832 818 13 1,074 1,13 1,023 imaha, 40,033 318 21,538 8,683 357 1
ingli 18,178 662 49 864 129 1,224 131 38 1. Louis. 225,868 14238 | 200,335 7,495 273 1.472
Southwest Region: t. Paul 94,997 12,741 70.052 7,458 889 387
A 3"?(9;8 “l; Ll o ; gg ) §,§ 97; ingfi 0,935 2034 15,241 17,292 306 397
ustin, . B B B » Southwest Region:
Cheyenné, 1589 05 7 5 i57 35 4 it 325 237 3.891 898 122 5
Dailas. 062 1300 1,120 47 5,661 2,43 911 Austin 98,647 31,250 28,959 16,444 17,183 2,633
Denver 193 77 286 9; 1.4 7 3l heyenne. 1387 1554 458 814 9
Little Rock 56 03 325 10 1.010 7 20 . allzs. 100,771 33,680 32,852 16,732 1,854 3,816
New Orlears. 1,983 389 13 2,056 1,24 36 , enver, 71.564 10,117 12568 24,815 22,974 83
Oklahoma City. 1,108 520 11 1,581 977 37 ,r 19,449 323 7,086 2,940 271 1,178
Wichita 501 an 4 1,629 1,693 2] 42,985 17.428 16,030 6.955 458
Western Ridge: 48.318 13,847 26.530 6.293 71 N
17 3 148 129 2 ichi 23,532 87 3,389 4,924 33 4
Boi 363 14 2 a7 3% 5 [ Wostern Region:
Hele, 509 171 2 50 322 10 4,048 405 860 225 1 336
Honolulu 2n 9 7 284 20 Boise. 11,973 128 9,075 473 29 4
Los Angsies. 6,664 3,019 561 5,14 3,355 1,23 . Helena 6,662 1230 1,95 939 164 186
hoenix 90 429 6! 45! Henoluiv: 14,167 341 . . 680 0 145
Portland 61 32 6. a4 1 Los Angeles. 465.700 110,948 192,168 154,807 1,847 2,152
Reno 40 4 44; Phaenix 22,247 .353 7.464 4747 192 ~249
Sa 88 189 34 85 30.511 1630 15,888 4,137 U5 2
San Francisco 3.787 2.164 385 3.6} 2.836 204 . 32,166 775 17,056 1,526 386 3,206
Seattle 1,782 734 10 2,204 1,700 481 e Cil 23,481 an 11722 1.761 266
: San Frantiseo” 313,698 55,388 | 232818 18,945 2,080
! . cattle. 69,665 15,184 40,216 10,327 617 2,431
4 * Less than $500.
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Table 11.—Appeilate Division receipts and dispositions of cases not before the Tax Court (nondocketed cases)

A. Progress of work

F.Y. 1973

Amount stated in revenue agent's
Teport (thousand doliars)

Status Number of
cases
Deficiency Overassess-

and penaity ment

[4)] @ @
Pending July 1 23,411 2,827,939 150,423
Received 23,927 2,085,207 71,425
Dismld of, total, 24,667 1,343,046 43,672
18,978 1,052,604 47,22
Unnmed (Overassessments, claims, excise, and offer in 2,263 37,352 2,272
By taxpayer default on xulumry notice. 26,338 27
By petition to the Tax Court: to docketed status. 2,540 226,752 146
Pending June 30, 22,671 3,540,100 182,176

B. R b d in disp
Appellate determination (thousand
dollars)
Method Number of
cases
Deficiency Overassess-
and penalty ment
(Y] @ @)

Disposed of, total. 24,867 706,505 78,4%6
By 18,974 431,136 76,072
Unagreed: (Overassessments, claims, excise, and ofter in 2,263 39,194 2,404
By taxpayer default on :ulumy notice. 290 23,169 8
By petition to the Tax Court to docketed status. 2,540 213,006 12

Table 12.—Appeltate Division recelpt and disposition of Im:unma. estate and gift tax cases petitioned to the Tax Court

{docketed cases)

A. Progress of work

F.Y. 1973

Status

Amount stated in statutory
notice (thousand daliars)

Number of
cases

O

. Deficiency in tax

and penalty
@)

Overassess-
ment

@

Pending July 1

Received, total

Petitions filed in respanse to—
District Directors’ statutory notices.

Appeliate Division's statutory nolices?

Disposed of, total

11,467
9,622

*1,585,376
1,005 215

By stipulated ag:

By dismissal by the Tax Court or taxpayer default

Tried betore the Tax Court on the merits.

Pending June 30,

7,154 792,581

2,468 212,634 |

9,026 459,652 |.oeoioi
6,721

1,012 S

1,203 96,530 |.
12,063 2,130,939

B. btained in disp
Appellate determination (thousand
dallars)
Msthog Number of
cases
Deficiency in tax |  Overassess.
and penally ment
- (0] @ @
Disposed of, mul 9,026 220,485 |
By !llnui 6.721 115,133
140 By dx:muul by the Tax Court or uxpnye' detault 1.012 8,821
Tried before the Tax Court on the merits* 1.293 96,530

1 Represents amounts petitioned.
" Revised.

Table 13.—Offers in compromise disposals

Number Amount (thousand dollsrs}
Type of tax or penalty ) Liabilities Ofters
Ad 1972 1973
. 1972 1973 1972 1973
Ofters accepted, total._ 1,309 873 18,131 47,8568 5.877 4,693
acome, estate, lnd gift taxes. 340 272 10,798 40,322 3,30 2,506
and g taxes. 353 304 §.576 6,538 1,752 1,937
ther excise lnu 28 22 578 232 158 85
penalties on all taxes. 49 25 1,178 776 239 147
pecific penalties. 97 1] ) 86 18
Offers m:cud or P 2,722 2,332 82,408 [ 68,042 12,910 11,257
me, estate, and gift hx!s 1,182 1,021 57,337 47,072 8,943 7,305
E mplnymun and taxes, 255 B0 16,34 16,406 3,416 3,405
ther excise taes. 108 86 7.273 3,574 356 3n2
Delinguency penaities on all taxes. 572 a7 1,465 990 190 172
pecific penzities. 5 2 {*) 6 3
:&(ole Appraised values of specific liabilities are not included in the tataf liabilities for 1872 only.
Table 14.~-0ffice of Chief C. P ing of i estate, and gift tax cases in the Tax Court
Amount in dispute (thousand dolfars)
Number of
Status cases Deficiancy
Overpayment
Tax Penaity P
a @) @ [0}
Pending July 1, 1972 12,622 r1,433,723 139,190 189,812
Fll!d 0' l!ﬂﬂ! ned. 9,624 793,931 52,713 132,130
........ 8,79 364,048 6,773 47,674
P!ndml June 30,1973 13,450 1,869,606 165,130 279,268
* Revised,
Table 15.—Office of Chief C. l—Receipt and di | of Tax Courtcases in courts of appeals and in Supreme Court
In courts of appeals in Supreme Court
Amount in dispute Amount approved JAmount in disputs Amount approved
{thousand dotlars) {thousand dollars) {thousand dollars) {thousand doilars)
Number : Number
Status of cases i of cases
Deficien- | Over- | Deficien- | Over- Deficien- |  Over- Oves-
¢y and payment | cy and payment ¢y and psyment | cyand | payment
penalty penalty renalty penaity
3] @) [€)] @ 5) ®) (4] @ () 10}
Pending July 1, 1972, total__.............._.. w41l | 123,656 €205
Appealed by Commissioner. 154 £3,585 7
Appealed by taxpaye r316 | r15,654 r20
Appezied by both.__ 4] r4,417 248
Appealed, total_____.__.____ ... ... 256 25,103 522
issil 36 11,131 1
215 13,813 521
5 159
Disposed of total 257 14,238 46 10,811 33
Favorable to Commissiones. 160 .17 37 8,177 30
Favorable to taxpaye, 41 2,312 3 37 3
dified ... b -1,408 1,033
Settled .o
Dismissed. 39 1,341 [] 563
Pending June 30,1973, total ... .. 410 34,521 751
Appealed by Commissioner. 60 11,861 1
Appealed by taxpayes 324 19,427 531
Appealed by both.. % 3,235 a9

¥ Revised,
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Table 16.—Receipt and disposal of refund suits filed by
taxpayers in Federal courts

Table 17.—Office of Chief Counsel--Decisions of courts
of appeals and Supreme Court in civil tax cases

Refund Sults (other
than aicohol, tobacca,
and firearms taxes) !

Status Total
Courtof { District
Claims courts
a) @ €3]
Pendlnl July
—-number_ | 3,067 r 471 r 2,596
Amuun\ in dispute.__thousand doflars..| 528,509 224,585 304,924
Recehmd dunnu year
93t 115 816
oi Am:unl tn dispute 167,703 83,552 74,151
isposed during year:
mxu. O s ber.. 1,254 178 1,076
Amaunt in dispute. mauund dnllm.. 106,667 | 26,700 79,967
Refunded during yeal
50,694 15,460 35,234
47,53 52,81 44,06
808 e e neevae mber. .| 2,744 408 2,336
Amount in disputs, \hnuunﬂ dollavs 590,545 | 291,437 299,108

! The number of cases disposed of does not egree with the number of cases in
which decisions were rendered by these courts during the year, due to setile-
ment by stipulation, dismissats, and time required for retiial, recomputation of
tax, etc. tn the Couft of Claims the number of decisions was 44 of which 30 wers
for the Government, 10 st the Government, end 4 partly for and nmly 3| amn
the Government. fn the district courts 322 decisions were rendered of whic
were for the Government, 96 nzlmﬂ the Government, ard 48 partly for and narlly
2gainst the Guvnmmenl

'

Partly
For the Against for and
Court Total Govern- | the Gov- partly
ment ernment { against
the Gov-
emment
) @) 3)
287 208 62 7
By courts of appeals, total_____. 78 200 61 17
Originally tried in—
Tax Co 132 104 13 9
146 96 42 8
By Supreme Court, tatal 9 8 1
Originally tried in—
Tax Court.
District cout 8 7 I S,
Caurt of Clai 1 !

Table 19.—Office of Chief C l—Receipt and disposal
of i "

y and debtor p

Bankruptey | Miscella-
Reorganiza- | and re- neous
Ststus Total | tion pro- | ceivership | insolvency
ceedings ! proceed- proceed-
ings? ings?
. [$3) @) )] (O]
Tahle 18.—0m:e of Chlef [ 1—R ipt and disp
of e cases Pending July 1 (1972 3,097 1,904 669 524
and erroneous refund suits Received 3. 559 1,841 1,154 564
1,708 1,171 603
3,]74 2,037 652 485
Status Number of cases
* Proceedings instituled under- the following section or chapters of the Bank-
Pemﬁng July 1 (1972, 2,143 rupley Act: Sec. 77 (railroad reorganizations) and chs. X (corparate reorganiza-
2,939 tions), X| (arrangements as to unsecured indebtedness), X (real property
is ________ 2,692 arangements), and XiF (wage earners’ plans), which involve tax claims and other
Pendmz Juno 30 (1973), 2,390 rights and interests of the United States.

Note.—This table includes cases handled at national 2nd regional levels which
are undet consideralion for suil or are in suit in Federal and Stale courts. It does
not include cases relating to aicohol, tobacco, and hrearms taxes, nor to insolvency
lnl: %elh\zoa praceedings (tabte 19), nor to lppul and other cases which are included
n table

4 Bankruptcy liquidation proceedings and Fedenl ot State receivership proceed-
'"P which involve tax claims of the United State:

Proceedings relating to corporate dxmlulmns insolvent banks, assignments
for the benefit of creditors, or administration of estates of decedents, which involve
tax claims of the United States.

Kote.—(ncludes cases handled at national and regional fevels.

Table 20.—Office of Chief C +—R: pt and di
of miscellaneous court cases, lien cases not in courl,
noncourt general litigation cases, and appeal cases

Miscel- Lien Noncourt
Total | laneous? [ cases? | genersl® | Appeat
Status court notin | litigation | cases*
cases court cases
Y] @ @ @) O]
Pending July 1. 2,189 497 ug 1,339 2
Received__ 8.408 833 2,429 4,930 216
Disposed of 8,028 7 2,398 4,776 128
Pending June 3 2,568 603 150 1,483 k74

! includes suits for fareclosure by mortgagees or other secured creditors, and
suits to quiet title o which the United States is made a party.
? anznly applications far discharge of property from tax liens,
imarity memorandums on general litigation matters from regional counsel to

dmuc( directars which are not related to court proceedings or lien cases.

* {ncludes cases in Federsal and State appeliate courts refating to insolvency and
debtor proceedings, lien cases in court, and coltection, summons, and injunction
cases.

Note.—Inctudes cases handled at national and regional levels.

Table 21.—Office of Chief Counsel—Caseload report

N Pending Pending
Activity ul;l Receipts | Disposals | Jjune 30,
1973
m @ [OFY @

28,051 31,800 30,3713 29,478

128 us 375 198

7.429 14,906 14,203 8,132

821 610 556 735

6,808 14,236 13,647 7.397

2,782 2,385 1,550 3,59

153 =12 46 95

2,603 2,397 1,504 3,502

470 920 4t 549

Legislation and Reguistions 440 174 216 398

Refund Litigation. .. 3,067 931 1.254 2,744
Stabitization 722 2,159 2,881
544 1,154 1,638
178 1,005 1,183

Tax Court Liligation!...........| 13,033 9,880 9,053 13,860

National Office 411 256 257 410

Trisl Branch N. 0. 253 249

Fietd, 12,369 9,543 8,711 13,201

t smu(ory Natices not included,

inal
lened lo a Field Office, ieaving a negative figure for net receipts.
* 8

Tax cases received by the National Office teduced hy 60 casesirans-

“
Tabie 22.—Costs incurred by the Internal Revenue Service
{in thousands of dollars]
Internal revenue office, district, or regien Total Personnel Trave| Equipment Other?
compensalion .
()] @ .3 O] 5
A Nllmr‘nl ())":ce and regional tatals (including district directors’ offices and service
centers,
Total Internal Revenue Service! 1,162,010 978,836 35,037 17,542 130,595
Nlllonll Olﬁc 158,185 74,128 2,060 8,847 73,151
North-Atlanti 190,543 122,814 4,354 1,721 1,647
Mid-Attanti 125,900 116109 31453 1,106 5.232
Southeast 119,521 105,663 4,547 1,223 8,088
Central 110,916 101,751 3.7 973 4,416
Midwest.......... 124,141 112,881 4,261 1,224 5,775
105,543 94,700 3,978 993 5,873
Western 165,322 148,257 6,347 1,087 9,620
Regiona! Counsel 15,721 15,076 221 Lril
Regional inspection. 15,288 13,636 1,226 67 355
Othce of 7,128 093 691 9 336
Nlhan!l Compuler Center. 6,575 130 51 15 2,379
IRS Data Center 17,230 13,602 88 261 3,209
B. R:]mn;al commissioner's offices (excluding district directors’ offices and service
North-Atlanti 10,734 9,789 1m 228 542
Mid-Atlanti 8,230 7,078 324 51 m
outheast. 7,285 .41 198 132 503
entral 7,264 629 160 81 393
idwest. 8,873 .328 321 210 1,016
oluthwest 6,441 8 19 62 308
estern 11,312 10,213 345 62 692
C. Regional costs undistributed
Narth-Attanti 2,540 1,171 1,184 20 164
id-Atlantic 2,248 1,004 1,192 2
outheast, 2,318 1,029 1,286 3
entral. 2.074 862 1,115 70 7
idwest, 1,931 1,009 803 54 6
1,410 351 958 28 2
Nestern. ... 2.404 nr 1,596 |eerveineeiaan 2
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Table 22.—Costs incurred by the Internal R Service—C d
tn thousands of doilars]
internal revenue office, district, or region Total Personnel Travel Equipment Other?
compensation
. U] @ ® ® ®
0. I‘I't‘s(ncl dlreclnu affices and service centers:
Nor
§.486 A3 157 6 180
luluxn 3,009 75! 125 2 107
oston, 20,174 18,958 “3 s 653
rooklyn, 21,280 20,187 3 157 612
uftalo 13,520 ,682 398 356
1,551 .388 67 i 67
artiord 10,144 499 235 1 78
45,050 43,058 430 1 1,383
Pa 2,38 ,202 8l I 81
Providenc 3,637 373 n & 148
North-Ati u: Re(lonll Training ctv 33 40 3 9 285
rth-Alla raining. 174 174 oo 1
Andnver Suvl:l Center 30,399 28,146 180 101 1,972
Service Center. 20,129 14,451 251 599 4,828
Mid-Atlantic:
Baltimore 15,989 15,248 222 50 468
Nowark. 2,112 22,813 510 1 658
22,569 20,934 438 54 652
Pittsburgh 11,962 11,390 252 288
Richmond. 10,975 10,262 an 385
Wilmington. 2,920 685 56 83
Mid- Allln(lc Rumnll Training Ctr. 214 178 3 2
Mid-Atlan Training. 103 e 103
Slmu Center. 26,577 24,515 18 140 1,844
Southeast:
Allanta 12,548 11,284 579 78 557
, i 49 5,957 254 3 255
olumbia. J13 4,330 170 60 153
10.719 9,738 459 4 a2
2¢kson, 4,259 3,875 183 2 149
20,606 18,532 762 232 1,08
Nashville. 8,528 7,755 357 .81 336
oulhnst qunll Training Ctr. 34 k)
Tegining, 120 120
lllnu Suw:l Center. .17 18,757 101 194 1,666
o 'M7mph|! Service Center, 21,154 17,985 98 267 2,803
antra|
Cincinnati, 12,282 11,591 29] 307
Cieveland 18.292 17,220 428 1 536
Detroit 23,015 21,479 675 1: 712
i E 12,333 ll l“ 395 s
Louisville. . 809 229 1 30
4,609 4 148 -215 150
entral Regional Training Ctr. 433 2 1. 14
entral Region—Centralized Training. 132 131 1
incinnati Service Center. 22,674 20,911 8 76 1,598
Midwest:
Aberdeen ,185 1,936 143 44 63
Chicago. 28,733 28,137 550 I 893
Des Moines. 179 6,593 281 213
Fargo. ,085 .8 1 R
i 10,254 9,38 333 i 404
Omaha, 807 4,388 200 148
$1. Louis. 14,472 13,313 558 1 485
L, Pau| 10,116 9,35 40 1 30
Springfieid 1991 7. 366 258
Midwest Regional Training Ctr.
Midwest Region—Centralized Training. 134 133 1
s Klnx:! City Service Center. 18 138 1,84
ot
131 27 197
Austin €09 89 3
Cheyenne. 106 7 49
Dallas, 541 2 584
Denver 174 3 438
Littte Rock. 182 198
New Orleans. 258 u3
Cklahama City. 288 269
Wichita, 280 261
Regi 166 |, -] 1
Austin Service Center. 90 59 2,448
Austin Reg. Tr. Center. 3 5 15
Western:
115 7 185
ise. 144 4 103
Helena, 144 99
onolutu, 105 3 218
03 Angeles 1,219 264 1,717
Phoenix 19 17 400
wnnnd 264 3n
...... 276 1 261
all Lake City. 86 s
un anclsm K 863 ] 1.354
8,699 384 4 482
v-mm qunnv Training Ctr. 3m 3 [
West raining . 20 7
O(dm Semct Center. 24,125 215 27 1.511
Fresno Service Center. 19,397 179 421 1,98
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! Includes $20.0 million financed from refmburssments,
GSA for rent of space amounting to 32,057,000 in 1972; $8,359,000 in 1973. 1572 adjusted to refiect transfer of alcohot, tabatco

* Amounts shown do not include transfer to

and firearms function July 1, 1973.

Table 23.—Obligations Incurred by Internal Revenue Service, by appropriation and activity

[In thousands of doltars)

Totat Pommnnl cnmpenuhnn Other
and benefits
Appropriation by activity -
1972 1973 1972 913 1972 1973
Total obiigati iations and 1,054,083 { 1,162,009 889,061 978,836 165,022 183,173
against funds. 1,048,424 | 1,141,969 884,388 969,752 164,036 172,217
Salaries and expenses:

Total. 31,516 34,617 27,102 28,493 4.414 5,124
Execulive direction 13,370 15,185 11,871 12,933 1,799 2,262
Internal audit and security. 18,146 18,422 15,531 16,560 2,615 2,862

Accounts, collection and taxpayer service:

Total 470,322 510,598 376,088 418,831 94,234 91,967
Data i i 276,716 298,601 207,045 236,026 69,671 62,575
Collection and taxpayer service. 184,245 202,188 160,778 173,871 23,269 28,317
Statistical reporting. 8.810 9,488 7,718 A2 1,002 1,086
District manuz! 321 549 2 S

Compliance:
Total 546,586 596,754 481,198 521,628 65,388 25,126
Audli of tax returns, 411,214 447 423 361,932 391,969 49,282 55,454
Tax luud and special i i 64,153 74,028 §3.014 60,043 11,139 13,980
T"ﬂ and appeals, 30,914 31,226 28,715 28,815 2,19 2,411
nical rulings and xerv:cn 16,171 16,656 15,066 15,486 1,105 1,170
Legal sarvice: 24,134 27 421 2,471 25,310 1,663 2,111
total 5,659 20.040 4,673 9,084 986 10,956

tobzcco and firearms function July 1, 1

Note.—Amounts shown do not m:lude lnnsm 10 GSA for rent of space amounting to $2,057,000 in 1972; $8,359,000 in 1973. 1972 adjusted to refiect transter of Afcohol,

Table 24.—Quantity and cost statistics for printing

&
Fiscal year 1972 Fiscal year 1973
Quantily (thousands) Quantity (thousands)
Class of work Cosl Cost
(thousand {thousand
Items or Packages doltars) 1tems or Packages dollars)
sels sels
ay @ @ @) ) ®)
I. Tax Packages (1972):
Package 1 (Form 1040, Form 4875 Instructions, Schedules A & B—32 pages). 116,580 2.318 654
Ptckuez (Form 1040, Form 4875, Schedules A & B, D, E &R, and Instruc-
ns-—44 nages). 17,581 13,109 443
Pl:lue 3 (Form 1040, Schmulas ALB, C D, E &R, SE, Form 4875 snd
Instructions—52 &l& 98,358 7.566 282
Package 4 (Form 1040, Schedules A & 8, C D, € &R/, 'SE Form 4135,
Form 4875 and Instructions—60 pages. 41,812 2,816 108
Plck!ll 1040A~72 (Form IMOA Fnlm 4875 xnu -20 pages). 88,455 29,485 361
i Package 1040A~73 (Form 1040A snd 16 pages) 46.980 23,430 1o
Package 1065 (Form 1065, Schedules D and Instructions—20 pag 17,250 1725 8
Package 1120 (Form 1120, Schedules D, Forms 1120-W, 3468, 4616 and
Instructions for Form 1120 and Schedule D—32 pages) 30,000 2,000 106
11, Tax Packages (19;
Pukua 1 (Form 1040 Instructions, Schedules A & B—28 pages)........... 249,700 49,940 966
Pa:kua 2 (Form 1040 Scheduies A & B D,E&R, and In:uuclmnHO
pages 114,525 12,725 433
Package 3 S:h:dules A&B,C D ELR,F,SE Form 4136 and
Instructions-—56 pa& 157,335 9,255 513
Package 1065 (Form 1065, Schedule b and Instryclions—20 pages). 136,000 1,700 70
Package 1120 (Form 1120, Schedule D, Forms 1120-W, 3468, 462
structions for Form uzo and Schedule D—32 puzx)... e 220,000 2,000 92
ni. Employment Tax Packag
Pub. 393 (Forms. 7018 SQlC W-; 2 B41A, W-4, W—4E, Schedule A for W-4,
Pub. 213, and tax scheduie) 91,010 4,790 194
Tax returns sad il for major mailing to taxpayer—Total..._. 968,5: 80,410 2,268 563,476 103,507 2,147
{V. Other Tax Returns, instructions, Public-Use Forms, and P: 2,374,629 10,208 | 2447 91 10,807
V. Administrative Forms and Pamphlets. 537,635 3,900 745.45) 470
vi. Fleld Pnnhn 507,618 1,716 281,0: 15N
Vil 2 ise Tax 2,626,982 1,361 oo...... .
Vi AII anmg tn xuvpoll the Economic Program 41,219 493 17.3% 468
GRAND TOTAL. 19,952 18,703

1 Note that this entry covers a package for calendar year 1973, Due fo the need for procurement lead time the money was expended in FY-73,
2 Excise Tax Stamps, primarily alcohoi, have been translerred to the Bureau of Alcshol, Tabaceo, and Firearms.
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Acts:
State & Local Fiscal Assistance
Act-1972/82
Federal-State Tax/62
Collection Act-1972/62
Advisory committees/18
Alcohol and tobacco tax:
Statistics on,/123
Appeals:
Appeliate division,/18
Chart on,/20
Processing of,/20
Statistics on,/20
Assessments, additional,/25
Assistance: .
Foreign tax,/50, 51
On-Site,/50, 51
Overseas,/44, 45
Taxpayers,/3

B
Bulletin, Internal Revenus,/8

c

Charts
Organization,/96

Chiet Counsel, Office of
Analysis of cases flowing through,/54
Case;‘involving cfiminal prosecution,/

Disposals of cases by,/24

Civil litigation,/55

Collection litigation legal services
{See General Litigation Services)

Collections:

"Alcohol taxes,/123

Corporation income taxes,/122

Coordh and
reaus and agencies,/62
Corporation income taxes,
Additional assessments Proposed,/14
Collections,/122
Refunds,/134
Returns
Examined,/138
Filed,/136
Statistics on Court(s),
Circult courts of appeals,/142
Of Claims,/142
Supreme, of the United States,/ 142
The ‘;’21( Court of the United States,/

U.S. District,/142

Criminal prosecution:
Analysis of cases,/24
Cases, disposals of,/24
Results of,/24

Current research program,/62

with bu-

Data Processing activities,/88, 89, 90
Delinguent accounts:
Disposals,/21
Other,/21
Statistics on,/21
Delinquent returns and delinquency
investigations/22
Determination letters:
Employee benefit plans,/9
Pension trust plans,/9
Self-smployed persons benefit plans,/

Statistics on,/9
Disability insurance taxes:
Coltection,/122
Refunds,/134
Disciplinary actions,/76
i f /13

Discri

Disability and oid-age /122
Employment taxes,/122 ,
Estate and gift taxes,/123 .

Excise taxes,/123

individual-income taxes,/122
Old-age and disability insurance,/122
Rallroad retirement,/122
Tobacco taxes,/125
Unemployment insurance,/122
Withholding taxes,/122

Commissioner:

Economic Stabilization Activities,/35
Employment benefit plans, determination
Jetters on,/9
Employment taxes:
Collections,/122
Refunds of,/134

Contests of suits,/54, 55 Helums; d,/138
[ of Internal ,/102 Filed./136
Compet hority activity, Enforcement activiti
Computer audit programs/16 vitles
Conterence: Appeals,/19

Appeliate,/19
Procedures,/19
Cooperation, Federal-tax,/62

Delinquent accounts,/21
Delinquent returns,/22
Exa[ninatipn program,/12

Conventions, tax (See tax
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veritication,/92

Tax fraud investigations,/23
Workélgw in Service and the courts,/

Estate tax:
Collections,/123
Refunds of,/134
Retumns:
Examined,/ 138
Filed,/136
Estimated tax, declarations of
Corporation,/122
Individual,/ 122
Examination program:
Classification and selection of re-
turns,/12
Returns examined, number of,/12
Tax recommended, additional,/14
Excise taxes:
Additional assessments,/14
Collections,/122
Refunds of,/134
Returns filed,/136

F

Federal-State cooperation
Agreements,/62
Audit coverage,/62
Computer-information
Training,/62
Fite:

h ,/62

Exempt organization master file,/18
Federal tax deposit system,/89
Financial management

Statistics on,/78
Foreign investors,/46, 47

-Foreign tax assistance program,/50, 51

Foreign tax officials assistance to,/51
Forms and form letters,/6
Fraud investigations,/23

G

General Litigation Legal Services,/57
Gift .taxes:

Collections,/122

Refunds of,/134

Returns filed,/136

Income tax(es)
Additional, from enforcement,/25
All returns,/122
Corporatton,/122
Processing of protested cases./20
Indictments.
Individual income taxes:
Appellate Division, processing of,/20
Cotlections,/122
Mathematica! varification of,/92

Refunds of,/134
Returns:/136 :
Classification and examination of,/13
Filed,/136
Informing and assisting taxpayers,/3
inspection activities:
Internal audit,/70
interna! Security,/72
Investigation,/72
Statistics on,/74, 76
Intelligence Division
Statistics on,/24, 26, 27
Tax-fraud investigation,/28
inter-American Center of Tax Adminis-
trators,/50
International tax training,/51
Interpretative activities,/58

4

Joint Committee on Internal Revenue
taxation,/18

L

Legal activities/53-59
Logislative activities/59

Magnetic Tape,/93
Management activities,/69-86
Map of internal revenue regions and
districts,/97
Mathematical verification:
Additional tax from,/92
Statistics on,/92

]

Service,/78, 143
Ofiicers, principal, Internal Revenve
Service,/98-103

P

Pension trust plans,/9

Personnel: !
Equal employment program,/82
Handicapped, use of,/82
Investigations,/76
Recruitment,/80
Statistics on,/79

Planning activities,/61-67

Programs:
Foreign tax assistance,/50, 51
O taxpayer compliance,/44-47

Strike forces,/31
Taxpayer assistance,/2, 3

Prosecution,/23-25

Protested cases, statistics on,/20
Public information program,/2
Publications, taxpayers,/6

Railroad retirement taxes,/122
Recruitment,/80
Refunds:
Excessive prepayments,/ 134
Statistics on./134
Undeliverable,/90
Regulations:

Other,/6
lected regutations published,/6, 8

Requests:
Technical Advice,/7
Revenue Rulings, analysis of,/7
Returns filed:
Classification and sefection of,/13
Examination of,/12, 14
Number examined,/ 14
Projection, /66
Statistics on,/136
Verification,/92

s

Seli-employed persons benefit plans,/9
determination letters.on,/9
Seminar, Inter-American,/51
Service to taxpayers,/2, 3
Statistics, highlights,/V 6
'n

o
Supreme Court Decisions:
Civil cases,/110
Other court actions,/110, 111

T

Tax conventions,/48
Tax forms,/6, 108
Taxes, Additional
From mathematical verlfication,/92
From examination,/ 14
From mathematical verification./92
el Y

Taxpay progi 3
Tax rulings

Request for,/7

Statistics on,/7
Tobacco tax(es):

Coliections,/123

Refunds of,/134

Returns fited/ 136

Statistics on,/123, 134, 138
Training:

Foreign,/51

Other,/80
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Unemployment insurance taxes:
Collections,/122
Refunds of,/134
Returns filed,/136

v

Verlfication, mathematical, results of,/92

w
Wines, taxes collected,/123

Withholding taxes by employer,/122
Workftow In service and the Courts,/26
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